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RREGULARITY has been the feature of the markets. The de- 
cline in the rails on the disappointing rate decision by the 
Interstate Commerce Commission was less than might have been 
expected. The movements of steel and copper issues have been 
uncertain, under the influence of conflicting factors. Neither 
the prices to be paid by the Government for stegl and copper, 
nor the amount of the taxes to be assessed upon the profits of 
the producing companies, have aseyet been decided. This leaves 

the outlook for those companies unsettled and doubtful. Liquidation in the 

motor issues is due chiefly to the rapid rise of costs and to doubts as to the de- 
mand for automobiles after the war taxes go into effect. 

The bond market is dull and heavy under the slow shifting of funds into 
tax exempt securities and the heavy Government demands for capital. 

The banks have taken an attitude opposed to the extension of speculative 
commitments and the higher rates for call money have had the same effect. 


The Railroad Rate Decision 


HE small increase in rates allowed the railroads by the Interstate Com- 
xe merce Commission was disappointing to Wall Street and to all owners 





OHS) of railroad stocks. A careful reading of the text of the decision can 
hardly lead to any other conclusion than that the Commission took a 
narrow view of the matter and entirely failed to appreciate the importance of 
some of the leading factors in the situation. It is not surprising to learn that 
only three members of the Commission were actually in full accord with the 
decision as handed down. 

No one will dispute the statement that the roads, taken together, earned 
reasonable returns in 1916 and in 1917 down to date, so far as results can be 
estimated in advance of actual reports. They accomplished that result by 
handling a big volume of business and by putting into effect all possible econo- 
mies. But they have gone as far as possible in those directions. They are now 
handling all the business their facilities permit, and a great deal more of traffic 
is being “backed up” owing to lack of faciliites. This congestion will become 
worse this fall, as the crop movement begins. 

And in the meantime, railroad costs of all kinds are still rising. Wages 
are now much higher than the average for the year ended June, 1917, and labor 
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is less efficient. The draining off of young men into the army will make this 
situation still worse. Railroad equipment is wearing out, and it is difficult to 
renew it, partly because the equipment companies are loaded with orders for 
our European allies and partly because the roads cannot get the money. 

Government loans are sweeping the capital market bare, so that if the roads 
are to get money they must pay a high rate of interest for it. Many short term 
notes are now selling on a 61% per cent. basis or even higher. 

The one thing needful is the expansion of transportation facilities, and that 
cannot be accomplished without raising capital from some source or other. 
‘The roads cannot raise money unless investors are assured that railway com- 
panies are to be permitted to earn profits reasonably comparable with those of 
industrial companies. 


The Decision Misses the Point 


HE Commission, through a circumscribed and narrowly technical view 

of the situation, seems to have missed the real point entirely. We are 

} now involved in a war which strains our resources to the utmost. Con- 

gress and the Administration have come around to the view that the 

steel and copper companies, the other industrials, the farmers, etc., must be 

permitted to make good profits in order to encourage increased production 
and to permit production in quarters where expenses are relatively high. 

Exactly the same argument should apply to the. railroads—for we need 

increased transportation quite as badly as we need any other form of increased 

production. Yet railroad profits are being held down to the peace basis, with 

imminent danger of going a good deal below any fair average of peace years. 

The roads have cooperated valiantly with the Government in its war prep- 

arations. Their reward is to be made “the goat” of the present industrial 

situation. s ° 
Will the Government Furnish Capital ? 


ERE are rumors that the Government will lend the roads money to 
meet their needs for the expansion of transportation facilities. It is 

ml probable that such rumors grow out of the manifest necessities of the 

situation rather than from any definite Government intentions. 

There are many arguments in favor of such action. If the Government 
were to place its credit behind that of the roads, the necessary capital could be 
obtained at lower rates of interest. In times of peace, such an enlargement of 
Government activities would be looked upon unfavorably by conservative in- 
vestors. But war changes everything. If the Government will not permit the 
roads to earn such profits as would attract capital, how can it avoid the neces- 
sity of furnishing the capital itself? 

Such a policy, if adopted, would put new heart into the holders of rail- 
road securities. It would not encourage any large speculation in railroad stocks, 
but it would put them on a far more satisfactory investment standing. 


Effect on Railroad Stocks 


E decision had a depressing effect on railroad stocks, but not to the 

extent that might have been anticipated. This was in part due to the 

fact that very few railroad stocks are being carried on margin. It has 

been a long time since they have appeared attractive to speculators in 
comparison with the industrial issues. 

ere were minor consolations in the decision. Some advances were per- 

mitted in even in the West and South, and the increases in class rates permitted 

Eastern roads will in some instances amount to nearly 10 per cent. of gross 

* earnings. The roads are to be permitted to apply again in October, and it is 
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certainly.to be hoped that their needs may receive a broader and more com- 
prehensive consideration at that date. Judging from the market action of sev- 
eral of the leading rails on the day this is written (July 2nd) there is consider- 
able uneasiness on the part of a considerable number of holders of high grade 
railroad securities. 

Industrial Situation Chaotic 


ITH the average of steel prices at $120 a ton—nearly four times before- 
the-war prices—and pig iron above $50, students of such statistics stand 
Sar] aghast. Such prices mean stupendous profits for some companies and 
= equally stupendous costs for others. The whole situation is one of 
upheaval. 

What the Government will pay for its own requirements and those of its 
allies is still undecided, but it certainly will not pay any such prices as the 
above. And what of the equipment companies and the many other concerns 
which have to buy iron and steel? Such prices are practically prohibitive 
except for war purposes, and for those purposes the Government will unques- 
tionably take a hand in the situation. 

France and Russia have bought from American railroads about 500 loco- 
motives which would ordinarily have been scrapped as old iron, and have paid 
for this antiquated traction power more than its original cost. The engines 
will be repaired and rebuilt in this country, and the profit of the equipment 
company on the work will be equal to the profit it could make on new locomo- 
tives. That incident illustrates the abnormality of the situation. 

New building operations are at a minimum because no one can afford to 
build with structural steel at the present level. Corporate financing has been 
very small for two months, both because all available capital must go to the 
Government and because not even a seer can read the horoscope of a new enter- 
prise under present conditions. 


The Excess Profits Tax 


NDUSTRIAL profits are to be taxed on the basis of the excess above 
normal peace profits, as measured by before-the-war returns. The Sen- 
ate plan is a tax of 12 per cent. on profits which are not more than 15 
per cent. above normal, with a progressive increase in the rate of taxa- 
tion as profits rise, reaching 35 per cent. on profits of 100 per cent. or more. 
These taxes are more likely to be raised in the Conference Committee than 
to be lowered. It would not be surprising if a 50 per cent. tax should be finally 
applied on the profits of some of the most successful industrials. If prices to 
be paid for the products are also scaled down, the effect on the outlook for 
some of the speculative favorites will be important. 


The Market Prospect 


E see nothing in the situation to warrant the purchase of rails at this 
time, for as this is written the weakness in St. Paul and several other 
leading railroad stocks seems to vindicate the opinion of Mr. McNaugh- 
ton, who, writing in our last issue on “Railroad Earnings and Dividends,” 

said that “if by any chance, the increase petitioned for, or any substantial part 
of it, is not granted, the outlook for the railroads will not be far from dismal.” 

As to the industrial stocks, we believe the investor’s motto just now should 
be “Safety first.” Margin holdings of these stocks are still considerable, though 
not so great as last fall. Pool operations in them have been conspicuous. If 
these pools have to liquidate on a falling market the result will be unpleasant. 
to other holders. The whole industrial situation is one of such irregularity 
and uncertainty as to discourage purchases for the rise. 

—July 2, 1917. 























Excess Profits Taxes 


How Will They Affect American Business and Securities— 
What England and Canada Have Done—Prospects for 
Greater Taxation 





By BARNARD POWERS 





ORE and more the opinion gains 
ground that this war is not 
going to prove so profitable to 
individuals and corporations as 

some persons had imagined. 

In the first place, there is a general 
disposition on the part of the public to 
regard with disfavor any business which 
is piling up huge profits through the de- 
mand for its products caused by the war. 
It is easy to see how the piano or auto- 
mobile manufacturer, whose business has 
been badly hurt, regards the steel man- 
ufacturer or copper producer whose 
mills and mines are smoking at capacity 
and whose products are selling at un- 
dreamed prices. It could hardly be ex- 
pected that the piano manufacturer 
would regard with complacency the pur- 
chase of Government bonds from his 
dwindling income or an_ increased 
tax which would bear heavily on him 
and hardly make a dent in the for- 
tunes of his prosperous industrial neigh- 
bor. 


Large Profits Unpatriotic 


There are those who regard large 
profits at this time as unpatriotic. Sec- 
retary of the Navy Daniels has been the 
vehement spokesman for this class. In 
talking with the writer several weeks ago 
he expressed himself on the subject in 
no unmeasured terms. According to the 
Secretary of the Navy, an individual or 
a corporation who makes an abnormal 
profit out of war conditions is on the 
level with the slacker—nay, he is worse, 
he is almost a traitor, for he is helping 
the enemy. According to the Secretary, 
no man should expect to make more than 
a normal profit in selling to the Govern- 
ment. It was pointed out that on this 
plan the material rewards would be 
in inverse ratio to the degree of 
patriotism. The less fervently one’s 
heart beat for one’s country the greater 
the financial remuneration. Secretary 
Daniels’ reply was only that such things 


should not be allowed. Perhaps they 
won't be. 

As this is written the Senate Finance 
Committee is still deliberating over the 
various phases of the excess profits tax. 
By the time this reaches our readers the 
entire matter will probably be settled. 
As near as can be determined now, it 
appears that the excess profits tax will 
be something like 16 per cent, which is 
expected to raise $300,000,000. In draw- 
ing up the excess profits tax the Senate 
Finance Committee has been guided to a 
considerable extent by the action of the 
British Government along similar lines, 
and a consideration, therefore, of the 
steps taken by our English cousins in 
levying their excess profits tax is per- 
tinent at this time. 


How England Taxes War Profits 


Price fixing has been no important 
part of the English system of govern- 
ment finance. On the other hand, a sys- 
tem of taxing excess profits was adopted 
which brought in a revenue of $700,000,- 
000 to the government last year without 
putting a damper on private initiative 
or slowing up the wheels of industry. 


Standards of Profits 


During the war period England has 
been taxing profits in excess of the pre- 
war standard. The English act pro- 
vides that the pre-war standard of profits 
shall be taken to be the amount of the 
profits arising from the trade or business 
on the average of any two of the last 
three pre-war years to be selected by the 
taxpayer. In recognition of the fact that 
in some businesses the three pre-war 
years may have been subnormal, the act 
provides that if the taxpayer shows to 
the satisfaction of the Revenue Com- 
missioners that the average of any two 
of the three last pre-war years was less 
than an amount equal to 6 per cent on 
the capital of the business as existing at 
the end of the last pre-war trade year, 
then the pre-war standard of profits shall 
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be taken to be an amourt equal to 6 
per cent on the capital. Under this 
option the taxpayer selects the pre-war 
average basis only when such average is 


period for which return was made. This 
allowance was recently raised to 9 per 
cent in the case of corporations and 11 
per cent in the case of other businesses. 














TABLE I 
WAR PROFITS VERSUS PEACE PROFITS OF 42 AMERICAN CORPORATIONS 

1914. 1916. Amount of 

Year Before Second Year Increase 
Corporations. the War of War (War Profits) 
Sig GL, Sak ueain +h cctaccnkuedadeeetens $2,916,339 $7,962,982 $5,046,643 
Renee, Ds Oe Be Sic kde cd cccccseicceceqees 9,271,565 23,252,248 13,980,483 
Amer. Hide & Leather Co. .cc.ccccccccccccece 107,205 1,643,266 1,536,061 
Deed, TE in os snetbesenesescécedabes 452,074 2,445,189 1,993,115 
— tti(‘( ee 2,076,127 10,769,420 8,693,302 
Dees TE EE Glin ic bn 600 dceesbdcctece *231,481 3,418,057 3,649,528 
—— 2 eer Terre 2,788,602 5,863,819 3,075,217 
Amer. Writing Paper Co... ccccosscccccccccece *108,310 2,524,378 2,632,688 
PIE inks ch dcedkstnctibctcdetawierse 7,509,908 20,100,000 12,590,092 
i i re os meanest 294,150 2,939,790 2,645,640 
tt I GO: coo so cand con beabasetes 350,230 5,982,517 5,632,287 
ee TINE GOI. oo occenccisscccescscuses 5,590,020 43,593,968 38,003,948 
EE GE so cc unssdékbeea diewdceseinesqsnase 1,280,476 4,247,858 2,967,382 
te ME Mi. once didedebiscenasbaeewent 495,890 1,467,757 971,867 
ee OO =F ener 4,876,924 15,489,201 10,612,277 
Cate, FRE Ge Be Gis ccccedesescescccccdcees 5, 2,210,171 3,107,139 
Cs Ge ibe nnsetaa nse iessssoedeses 1,015,029 13,223,655 12,208,676 
Cuban-American Sugar Co..............seese0. 7,705,723 8,235,113 5,539,320 
E. I. du Pont Powder 4,831,793 82,107,693 77,275,900 
Ceenes Ge navenccdecnenssucsesdvesas 2,857,898 12,286,826 9,428,928 
BROWSED TWEE. Gi ccccsccvccesccccevesseess 1,247,255 16,658,873 15,411,618 
RG, DE I didhcvenshensadeececacndtase *160,022 1,279,832 1,194,924 
Retommetiemes Bee Gee ccccccccccccesccessees 4,792,665 11,748,279 6,955,614 
CS TE Siok g6.000600eses4és0sesenes *1,652,444 12,218,234 13,870,678 
Meoents & Ga. GD cc ccscesccvcscssceccesss 2,205,672 3,832,213 1,626,541 
Pe, GN, Ce ann dk ccncexbevesscceseee 548,756 2,417,803 1,869,047 
Se 2 fer Teer errr 641,046 8,214,962 7,573,916 
PRUREEIE GID, ovnnencenecctccssectesesee 6,664,839 21,974,263 15,309,424 
POG NE an ns chanuoscvesscdccoessss 416,551 4,564,068 4,147,517 
Railway Steel Sorimg Co......ccccccccccccccesce 374,454 3,710,805 3,336,351 
Se. PN Oe EE Sirs cn dccnnn chinnsessseses 1,028,748 14,789,163 13,760,415 
Sloss-Sheffield Iron & Steel Co.............4++. 400,139 1,912,624 1,422,485 
ee Oe Aree Aes eee 9,450,000 20,465,000 11,015,000 
a fe ee ee ere 6,185,974 13,898,861 7,712,887 
hy Sh GN EE icc tays cusiesespneetes 59 1,308,641 1,368,509 
fo «= * ee 2,264,911 11,943,151 9,678,240 
D> Wi ST I ck ccs a coaeeeeansas te 653,264 7 4,231,323 
CD, © PR ee I Carievncccsdocacvcie 2,265,641 8,898,464 6,632,823 
Sh, D, Fi I i rrticciias cavsucaiesdaies 71,668,615 333,625,086 261,956,471 
Westinghouse’ Air Brake Co..............+++-- 3,482,994 8,396,103 5,913,109 
Westinghouse Elec. & Mfg. Co............2+0+- 4,058,809 9,666,789 5,607,980 
Wilson & Co. (packers)..........-+ssee0- eooee 1,511,528 4,913,873 3,402,345 
ee eT ee Py $169,371,814 $791,085,582 $627,456,697 





“Deficit. +Fifteen months. 








higher than the percentage standard. 
New Capital Is Allowed Higher Return 

Under the English excess profits tax 
law as originally passed, the statutory 
rate of 6 per cent was allowed for new 
capital invested in a business during the 


After more than two years of war; Eng- 
land found it advisable to permit a larger 
return to be earned free of excess profits 
tax. Mr. Bonar Law, Chancellor of the 
Exchequer, speaking on this subject of 
allowances to business said: 
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“The value of money has risen enor- 
mously since the war. In our interest as 
a nation it is right to encourage the em- 
ployment of new capital when it is re- 
quired as war emergencies demand; the 
rate allowed previously was six per cent. 
I propose to allow an additional three per 
cent, for new money put in during the 
war. And I am making another conces- 
sion, an allowance of one per cent. was 
made to private firms as against public 
companies. I have examined this as care- 
fully as I can, and that I do not think that 
that allowance is quite sufficient and ac- 
cordingly I propose to make an allowance 
of one per cent. additional, that is to say 
four per cent. more will be given to pri- 
vate firms and three per cent. to public 
companies.” 


All Businesses Taxed 


The English law imposes the excess 
profits tax upon every business whether 









case of corporations and 11 per cent in 
the case of. other businesses, as already 
noted. 


Business Not Taxed Out of Existence 


From the beginning it was recognized 
in England that businesses must be kept 
in a healthy condition. The unnatural 
and illogical method of arbitrary price 
fixing was not adopted. Instead of using 
dictatorial powers, the government be- 
came, as it were, a partner in businesses 
of every kind, and shares in the excess 
profits which are ascertained by compar- 
ing average profits made before the dec- 
laration of war with the profits made 
after the declaration of war. The Eng- 
lish law clothes the Commissioners of 
Inland Revenue with wide discretionary 














TABLE II 


HOW THE NEW CANADIAN BUSINESS WAR TAX WORKS ON PROFITS OF A COMPANY 
WITH CAPITAL OF $100,000 











) 
E 
- = > on 
° 
1 $ $ 5 = 85 
bao ES. S5 gs gee 
ees 2g" The company will pay on the balance of o, Sts ED. 
be in rs >. sis 
<5G SSS 2%0f or SO%of of hot oF BS EES OFS 
% $ $ $ $ $ $ $ $ % $ % $ 
1 10 7,000 3,000 ae oweeee Soves ness Laees 10,000 9% 9,250 % 750 1 
2 1S 7000 8,000 2,000 :.... :...; St 153000 13° 130002 2,000 2 
3 20 7,000 8000 2,000 5,000 2,500 sees ---»» 20,000 15% 15,500 4% 4,500 3 
4 25 7,000 8,000 2,000 5,000 2,500 5,000 3,750 25,000 16% 16,750 8% 8,250 4 
5 3 7,000 8,000 2,000 5,000 2,500 10,000 7,500 30,000 18 18,000 12 12,000 5 
6 50 7,000 8,000 2,000 5,000 2,500 30,000 22,500 50,000 23 23,000 27 27,000 ¢ 
7 100 7,000 8,000 2,000 5,000 2,500 80,000 60,000 100,000 35% 35,500 64} 64,500 7 
8 200 7,000 8,000 2,000 5,000 2, 180,000 135,000 200,000 60% 60,500 139% 139,500 8 








it be conducted by individual, copartner- 
ship, association or corporation; but the 
income of individuals or firms derived 
wholly from professional services, the 
profits of which are not dependent upon 
capital expenditure, is not subject to the 
excess profits tax, and an exception is 
also made of agriculture unless carried 
on by a corporation. 
‘Taxation of New Businesses 


Under the English law, the profits 
standard (i. e., the amount of profits ex- 
empt from taxation under the excess 
profits tax law) for a business estab- 
lished during the war, is the percentage 
standard or the statutory rate of 6 per 
cent on capital, but from January 1, 
1917, new capital invested in the busi- 
ness will be allowed 9 per cent in the 


powers, in order that every taxpayer 
shall have the opportunity to get fair 
treatment. Where the operation of the 
general provisions of the law would re- 
sult in gross injustice and inequity to 
the taxpayer, he has an opportunity to 
satisfy the Inland Revenue Commission- 
ers that a special ruling should be made 
to cover his case. 


What the U. S. Needs 


Speaking to the writer on this coun- 
try’s needs in the line of war taxes, a 
prominent banker, who has made a care- 
ful study of the British system, made the 
following constructive criticism: 

_ “American business men are heartily 
in favor of an excess profits tax; but 
such a tax should be just, equitable and 
simple enough to be readily understood 
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and easily applied, both as to questions 
of law and accounting. The excess 
profits tax section of the revenue bill as 
passed by the House seems extremely 
complicated as to operation. It provided 
for a tax of 16 per cent on profits in 
excess of 8 per cent. on capital. The ad- 
ministrative difficulties inherent in this 
law are enormous, and it requires no 
prophet to predict that there would be 
opened up a wide field for dispute as to 
what constituted capital. Such a law 
would penalize the more conservative 
corporations, which by reason of their 
having built up their business by rein- 
vesting earnings, have a relatively 
smaller capital account than those which 
have paid out all their earnings in divi- 
dends and have borrowed money for im- 
provements. It would undoubtedly re- 
quire a physical valuation of property as 
a basis for determining the capital upon 
which the specified earning power would 
be computed and the months already 
consumed by the Interstate Commerce 
Commission in valuing the railroads of 
the country furnish an indication of the 
difficulties into which the terms of the 
House bill would lead us. The Treasury 
Department estimated that the excess 
profits tax law as passed by the House 
would yield about $200,000,000. An 
equal or larger amount could, it is safe 
to predict, be raised with far less diffi- 
culty by a tax modeled on the English 
system, and applied to the excess over 
the average of the years preceding the 
entrance of the United States into the 
war.” 

England is raising about one-third of 
her total war expenses by taxation and 
two-thirds by borrowing. One of the 
largest sources of revenue from taxation 
in England is the “excess profits tax.” 
All concerns making unusual profits out 
of war were taxed in England the first 
year of the war 40 per cent., in the 
second year 60 per cent., and this year 
they will pay the English Government 
80 per cent. 

If the same rule were applied in the 
United States to the increased profits 
of forty-two companies, as shown in 
Table I—$627,456,607—the Government 
would receive four-fifths, or $501,965,- 
358, and the companies $125,491,339. 


‘ingly larger burden of taxation. 





Canada’s business profits war tax act, 
which came into force in 1916, will oper- 
ate until 1918. Under its provisions, in- 
corporated companies were taxed 25 per 
cent. on net profits exceeding 7 per cent. 
upon capital employed (throughout the 
accounting period) of $50,000, or over. 
The profits of a business owned other 
than by an incorporated company, were 
taxed 25 per cent. on net profits exceed- 
ing 10 percent. ~ 

The taxation applies also to businesses 
with capital less than $50,000 and making 
munitions to the extent of 20 per cent. 
of their output. Table II shows how the 
plan works out in the case of a corpora- 
tion capitalized at $100,000. 


Conclusion 


Already one, may pick up daily pub- 
lications which strenuously advocate a 
40 per cent. excess profits tax for 1917, 
a 60 per cent. tax for 1918 and an 80 
per cent. tax for 1919. That such a 
program will be put through in the near 
future seems unlikely, but there are the 
best of reasons for believing that as the 
war progresses the money-making cor- 
porations will have to bear an increas- 
The 
purchaser of securities whose market 
prices are predicated on present ab- 
normal earnings is likely, if he waits 
long enough, to find that the major por- 
tion of those earnings, after the stipu- 
lated amount allowed, are going into 
the coffers of Uncle Sam instead of the 
investor’s strongbox. 


Late Developments 


Note: Since the above was written 
despatches from Washington state that 
the Senate Finance Committee has agreed 
upon a plan to tax profits not in excess 
of 15% of normal, 12%, those above 
15% and not greater than 25%, 16%, 
and so on up to a tax of 35% to be 
levied on profits in excess of 100% and 
not more than 150%. There undoubt- 


edly will be considerable castings and 
re-castings of the plan before it is in a 
form satisfactory to both Houses and 
developments to date substantiate, as 
pointed out earlier in this article, that 
the trend is rather towards larger ex- 
cess profits taxes than the reverse. 


























LEADERS IN AMERICAN FINANCE AND BUSINESS 


IVY LEE, OF THE PERSONAL ADVISORY STAFF OF JOHN D. ROCKEFELLER 


“The Magazine of Wall Street is always timely and conducted 
with real skill and independence. I read it regularly with constantly 


increasing admiration.” 


No. 2 in the series of successful men who read THE MAGAZINE OF WALL STREET d 
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Leading Opinions 


About Financial, Investment and Business Conditions 





“Long Financial 
Strain”—Dr. H. P. Willis 


Dr. H. Parker Willis addressed the 
American Institute of Banking at To- 
ledo, Ohio, June 18, on the financial as- 
pects of the war. He urged adequate 
financial mobilization for a long war. 


“We hope that the duration of the strug- 
gle will be brief,” he said. “We earnestly 
look to the coming of peace as a way of de- 
liverance for the world from evils that are, 
if anything, worse than those that have yet 
been suffered. Nevertheless, we recognize 
that perhaps the surest way to hasten the 
early conclusion of peace is to act as if such 
an oytcome were not probable. This is true 
in every branch of our activity; it is con- 
spicuously true in banking and finance. 
Every step that we take must be chosen 
with a view to its eventual effect upon our 
financial future, remembering that this fu- 
ture includes not merely our success in the 
war, but our industrial and economic posi- 
tion as a nation in the long years of peace 
that are to follow it.” 


“Railroads in 


a Crisis”—L. F. Loree 


The financial plight of the railways 
has emerged within recent months so 
that “it can be seen” by all and has now 
come to be a “crisis, demanding action,” 
writes L. F. Loree, president of the Del- 
aware & Hudson R. R., in American In- 


dustries. 

“It is in part the consequence of forces 
which have been operating and gaining 
steadily in momentum for at least three dec- 
ades, while it is also in part the consequence 
of huge and unprecedented forces that be- 
gan to be brought into action in the early 
part of 1914.. 

“If, then, we consider the movement of 
stock market averages, it will be seen that the 
rise in the closing average prices of both 
twenty-five railroads and twenty-five indus- 
trials began toward the end of March, 1915, 
or about seven months before the beginning 
of the rise in the cost of living. It is fre- 
quently said of the exchanges that one of 
their chief functions is to discount the future 
and that their records of today forecasst 
conditions six months hence. Certainly we 
have here a remarkable example supporting 
that contention. It was observed by Patrick 


Henry many years ago, ‘I know of no way 
of judging the future but by the past.’ If 
this movement is significant, it indicates in 
the present downward tendency of security 
value that the exchanges felt as long ago as 
last November that there was a failure on the 
part of those in authority to recognize the 
coming crisis, and if we consider their action 
of the past few weeks they forecast a veritable 
debacle unless intelligent, vigorous and deci- 
sive action is had at once.” 


C. M. Schwab 
on Salesmanship 


The United States produced 1,000,- 
000 tons of steel in 1880; in 1916 some 


ees 


—N. Y. Mail. 
DISTRIBUTING THE BURDEN. 





40,000,000 tons were produced. The 
1917 production will probably be 45,- 
000,000 tons, remarked Charles M. 
Schwab, Chairman of the Board of the 
Bethlehem Steel Corporation, in an ad- 
dress at Detroit before the meeting of 
the World’s Salesmanship Congress. 


“When the United States Steel Corporation 
was formed, fifteen years ago, the annual 
steel production of the country was only 
12,000,000 tons, and many believed we were 
then at the zenith of the steel business. 

“My own belief is that we are just as far 
from the zenith today as we were in 1901 

“The salesman of the future will not be 
merely contented to triumph over his com 
petitor. Weare entering an era of co-opera- 
tion where we are beginning to see that the 
success of any business does not consist in 
failure of its competitors. 
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“The super-salesman is a man true to the 
interests of his customer and whose supreme 
purpose is to quicken the imagination of his 
customer and make the customer see the 
true virtues of the goods the salesman is 
selling ; the super-salesman foresees the needs 
of his customers and provides against those 
needs in full faith that the event will justify 
his foresight; the super-salesman puts his 
ideals above his profits, in full confidence 
that profits will surely accrue to fine ideals 
intelligently executed; the super-salesman 
places his all at the disposal of his country 
in its hour of need, and now looks forward 
eagerly to the coming of pores and the open- 
ing of the greatest era of constructive effort 














—Philadelphia Eve. Ledger. 


BUSINESS: “NOT TOO CLOSE, PLEASE.” 





and rapid development of civilization which 
mankind has ever known.” ; 
“Maintain Normal 
_ Profits”—E. N. Hurley 


In stating that “it is idle to talk about 
cutting the profit out of war,” Edward 
N. Hurley, former Chairman of the F ed- 
eral Trade Commission, in addressing 
the World Salesmanship Congress at De- 
troit on June 14, added that “there should 
be no abnormal profits, but the normal 
profits of business should be maintained, 


because without such a fair margin of 
return on capital and labor there will be 
none of the incentive necessary for in- 
creased productive energy.” Mr. Hur- 
ley’s remarks related to “The War-and 
Business.” An abstract of his address 
follows : 


“A large part of the burden of winning the 
war falls upon you business men. The boys 
in the trenches will do their bit; they will 
make all the sacrifices required of them. 
Those who stay at home must make sacri- 
fices of a different kind, but unless they are 
made, the war will drag on indefinitely. 
Shortly there will be created in Washington 
a central purchasing commission for the 
United States Government and its allies. I{ 
this agency provides a uniform system for 
purchases, such as the cost of production 
plus a reasonable profit, the basis will b« 
established for sound business conditions 
throughout the nation. It is idle to talk 
about cutting the profit out of war. There 
should be no abnormal profits, but the nor- 
mal profits of business should be maintained, 
because without such a fair margin of return 
on capital and labor there will be none oi 
the incentive necessary for increased pro 
ductive energy.” 


“An Economic 


War”’—A. C. Miller 


Let us not make the mistake of sup 
posing that the saving which is called 
for in the present exigency is merely a 
saving of dollars, said O. C. Miller in 
an address before the Western Economic 
Society. 

“It is a saving of the productive power oi 
the community from the service of private 
consumption for the service of public con- 
sumption which is called for, and the saving 
of money is of consequence only so far as it 
results both in a transfer and in an increase 
of the effective industrial power of the na 
tion for Government use. 

“Taxation, and even loans which are bot- 
tomed upon real economic savings, can at 
best only provide the Government with 
buying power. But the Government will 
need more than buying power in order prop 
erly to finance the war. As the war goes 
on it will become clearer and clearer that 
this is a war of economic resources, and that 
victory will lie with those who are best abl: 
to resist the processes of economic ex 
haustion.” 


B. L. Winchell 
on Railroad Needs 
This world war will be won only by 


a prosperous America, according to B. 
L. Winchell, Director of Traffic of the 
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Union Pacific Railroad Company. 


“When the railroads are not prosperous the 
country at large has never enjoyed healthy 
conditions commercially. And _ industry 
which cannot or is not permitted to increase 
the selling price of its wares, so as to ap- 
proximately offset the increased costs of 
production, cannot contribute to the general 
prosperity. There are some railroad com- 
panies which can for a while survive the 
increased expenses with which they are con- 
fronted, but no firm or corporation can be 
deemed successful if its expenses are to be 
largely increased from time to time by Con- 
gressional laws, by laws of the various States 
and by the laws of supply and demand, with- 
out readjustment of income to outgo.” 


Speculator 
or Gambler? 


“All those who are trading in the stock 
market might well ask themselves 


whether they are speculators or gam- 
blers,” writes John K. Barnes in the 


World’s Work for July. 


“Any one can gamble in stocks, but it is 
not profitable. It takes a high degree of 
specialized knowledge and training to specu- 
late. Here are some of the complex require- 
ments of technical knowledge that are indis- 
pensable to the successful speculator: He 
should know how to read the business 
barometers. Among these are the bank 
clearings throughout the. country, which 
show the rapidity with which money is 
changing hands through the banks, and thus 
gives the best measure we have of the busi- 
ness doing; the unfilled orders on the books 
of the United States Steel Corporation, our 
largest industrial company, which are re- 
ported ten days after close of each month; 
railroad gross earnings, which are now re- 
ported weekly by some roads and monthly 
by all, and railroad net earnings, which show 
the prosperity in that important field; the 
production figures for coal, iron, copper, 
etc.; the export and import figures, which 
control our international credit position and 
have been of great importance since the 
war began; money rates and the elements 
that affect them—gold imports, foreign 
loans, etc.; and probably above all he should 
watch carefully the crop prospects through- 
out the country.- ee 

“Unless a man understands the meanings 
of these things, and has a very special and 
unusual temperament besides, he can never 
succeed as a speculator.” 

In other words, the average man has no 
chance in the speculative markets. 


N. Y. World’s 
Greatest Mart 


Enormous gains in the foreign com- 
merce of the customs district and Port 


of New York under war conditions of 
trade were shown in figures made public 
at the Custom House, covering the Gov- 
ernment’s fiscal year 1917. 


The amount will exceed four and one-half 
billion dollars, and the official compilation 
of inward and outward commerce here for 
the fiscal period, will stamp New York as the 
greatest international mart known in his- 
tory. A feature of the year’s transactions 
at this port especially gratifying to the cus- 
toms men was the big increase in the num- 








—N. Y. World. 
WILL HE BLOW OUT THE GAS? 





ber of ships of American registry participat- 
ing in the overseas trade. 


“Buy Carefully” 
—Sir William Lever 


“I should not advise American buyers 
to lay in enormous amounts of stock a. 
the present moment,” says Sir William 
Hesketh Lever, the British soap manu- 
facturer in the current issue of System. 


“The situation in America now is very 
different from that in which we found our- 
selves nearly three years ago. We were 
then able to buy at pre-war prices nearly 
all over the world, but now, after three years 
of war, there cannot be any great upheaval 
of present prices in the United States or 
throughout the world in consequence of the 
entry of America into hostilities. 

“There was at the beginning of the war 
an enormous amount of speculation in 
America by representatives of the Central 
Powers, by many neutrals and others who 
purchased supplies heavily with the idea 
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that America would remain neutral, and that 
those supplies would be available for pro- 
fiteering at a later date. No doubt, if neces- 
sary, the Government will come in, as it has 
frequently done here, and take these stocks. 
But the conditions are so different from 
those prevailing three years ago that it is 
difficult to draw any comparisons.” 


French Foster 


U. S. Trade 


A group of French corporations is 
being organized to trade with the United 





—Dayton Journal. 
DON’T BEAR DOWN TOO HARD. 





States, wires the Paris correspondent of 
the N. Y. Times. Their incorporation, 
which will be announced shortly, results 
from the expert studies conducted dur- 
ing the last year by the Committee 
France-Etat Unis,. composed of prom- 
inent French business men, financiers, 
and statesmen. 

Under the plan now devised the French 
corporations will act in France for Ameri- 
can exporters, while the American interna- 
tional corporation will organize adequate 
representation for French exporters in the 
United States. The plans include the erec- 
tion in New York city of a building to be 
called the “French House,” to serve as the 
headquarters of the United States for French 
interests, and as a permanent exposition 
building for French products, as well as a 
place of meeting for representatives of 
French houses with American buyers, 


No Large 
War Profits 


To many people the slogan “No Large 
Profits During the War” appears per- 
fectly reasonable ; and some of these per- 
sons are those who have long enjoyed 
large incomes, says Coal Age. But only 
one who believes that the taking of 
profits is harmful to the interests of the 
public can advocate operating without 
profit during the war. To advocate gain- 
less industry is an evidence of a deficient 
knowledge of political economy. 


Profit is the excess of what is received for 
a certain article or commodity over what was 
spent in manufacturing or producing and mar- 
keting it. Profit, therefore, is nothing more 
than the savings of capital. Where there are 
no profits capital is expending as much as it 
is receiving. 

But we want capital to make savings, so 
that we can tax them and borrow them. We 
want the tree to bear, so that we can pluck 
its fruit. Hence industry must be conducted 
at profit—at larger rather than lower profit 
than before the war unless, indeed, the work- 
ing man is prepared to make his wage savings 
do the work that has hitherto been done by 
capital savings. One can hardly hope that such 
a revolution will be effected, but only by such 
a miracle could we finance the war without 
the making of profits. 


Future of R.R.’s 


—Francis H. Sisson 


This bewildering, artificial limitation 
of railroad profits is a chief vice of our 
socalled system of regulation, writes 
Francis H. Sisson in The Journal of 
Commerce. 


Ia has impaired railroad credit by driving 
the railroad investor into other channels, by 
making railroad stocks unattractive, by de- 
pressing their quotations, by compelling the 
railroads to do most of their financing with 
borrowed money and not through sales of 
stock, and at higher rates than other cor- 
porate enterprises, States and municipalities 
included, are forced to pay. 

If the carriers are to keep up with the com 
mercial development of the country they must 
be permitted a larger share of the country’s 
prosperity than is reflected in last year’s earn- 
ings. ith railroad capital to-day compris 
ing ten dollars of borrowed money for every 
six dollars of investment; with the 6 per cent 
stocks of leading railroads selling at only 
165, while the 6 per cent stocks of national 
banks sell at 162; and with the Union Pacific’s 
8 per cent stock averaging only 138, against an 
average of 225 for the 8 per cent stock of 
national banks, no extended commentary on 
the decline of railroad credit is necessary, 
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Banking and 
Brokerage Opinions 


Keane, Zayas & Potts—Something must 
be done to end this cycle of advancing 
prices, and the Government proposes to do 
it by taking a leaf out of the book of those 
who began it. The mountain cannot go to 
Mahomet, so Mahomet must come to the 
mountain. Wages cannot be advanced to 
meet prices, so prices must be forced back 
within the limit of wages, not only for the 
benefit of the wage-earner, but for the bene- 
fit of the country as a whole by arbitrarily 
reducing the cost of the war eons thus 
increasing the purchasing power of money. 
The process will involve no economic loss, 
and there will be positive gain in the rea- 
sonable satisfaction of the labor that is so 
essential to our success in the war. This is 
the situation which will prevent the piling 
up of tremendous profits from war business, 
but it is also a situation which promises 
much better things for the whole country. 
For the fixing of arbitrary prices which per- 
mit only of a normal profit and from which 
the country at large will benefit, means the 
spreading out over the entire land of those 
tremendous earnings which might otherwise 
be concentrated in the hands of a compara- 
tively small number of persons. 


Hayden, Stone & Co.—The enthusiasm 
and stimulus attending the flotation of the 


Liberty Loan have subsided, and with the 
relaxation of the tension there become ap- 


parent other influences which had been 
tacitly ignored while the great campaign 
was on. The first effect is a stiffening in 
money rates. Thanks to the Federal Re- 
serve system and large reserves accumulated 
there will be no actual stringency, but no 
such transaction as this, the first of its kind, 
could possibly be put through without some 
tightening of the reins. For another month 
or more, the banks are bound to discourage 
any large borrowing, when not absolutely 
necessary. This of itself puts a decided 
curb on speculation. Then there are other 
factors which have purposely been kept in 
the background, that must now be seriously 
discussed and settled. The most important 
is the Government’s policy in regard to 
taxation and purchases. In regard to the 
first, we are inclined to favor a rather more 
stringent program than is popularly recom- 
mended. The principle of taxing profits 
and not capital, and of encouraging business 
so that large profits may be secured is, we 
believe, the correct one, but the corollary 
of this is that when the profits shall have 
been made, they shall be heavily taxed. 


Knauth, Nachod & Kuhne, New York.— 
Government loans aggregating $7,000,000,000 
have been authorized, and that virtually all 
this huge sum will be expended in this 
country, either for the account of the Ameri- 
can or Allied governments. There never has 
been, therefore, so much business in sight 
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for the great industries of the United States. 
While it is true that profits may be reduced 
by the increased wage allowances and the 
ever-advancing cost of raw material, it must 
be remembered that this business is nearly 
all of the rush-order variety, which has to 
be well paid for. It is evident that the 
margin of profit, even after allowing for the 
concessions granted the American Govern- 
ment by many manufacturers, will be very 
handsome. 


J. S. Bache & Co., New York.—Of the 
3,000,000 or more people who subscribed to 
the Liberty Loan, it is fair to assume that 
several hundred thousands of them, possibly 
a million, had never done any investing be- 
fore. The enormous benefit to the country 
from this first lesson in thrifty investment 
is apparent. Many of those who subscribed 
thought, before they were asked to invest, 
that putting money into the Liberty Loan 
was equivalent to giving it to the Govern- 
ment and that it would never be returned 
to them. Probably thousands of these 
people who voluntarily contributed without 
being asked still have that idea and sub- 
scribed purely out of patriotism. As soon 
as they receive their bonds and begin to be- 
come aware that any day in any amount the 
bonds can be sold promptly, the realities of 
the situation will become clear, and they 
will be ready to subscribe to the next loan. 


First National Bank, Philadelphia—Re- 
vival of security trading reflects the in- 
creased confidence of the public in the out- 
look for business in this country during the 
war period. An important factor has been 
the immense orders given out by the Gov- 
ernment for supplies and war material. This 
is cash business of the best sort and is ap- 
parently limited only by the capacity of 
great plants to turn out the work in the re- 
quired time. These orders have, of course, 
preference over all other kinds of business 
and may result in retarding the delivery of 
the material ordered by private consumers. 


First National Bank, Boston.—The hand 
and wishes of the Government are felt 
everywhere in the steel trade. The distri- 
bution of the gross output of steel for the 
most effective purposes of war has become 
the chief problem of the industry. With the 
market so largely sold up, the inevitable 
readjustments of private trade to the new 
order of things are extending, but so far 
have not caused serious disturbance. As yet 
the extent of the Government’s needs are 
not known. Early reports placed the na- 
tional requirements at from 2% to 3% of the 
country’s annual capacity, or roughly, from 
800,000 to 1,200,000 gross tons of nese. 
This would represent from 600,000 to - 
000 tons of finished products. It would take 
the country’s steel works and mills a little 
over a week to turn out such a tonnage, and 
it is likely that this is all that will be re- 
quired for guns, shells and armor plate. 





















Money and Banking 


Money Strain Averted— Gold Imports— Federal Control — 


Amendments to the Reserve Act 





; se HE tremendous shifting of funds 
iT involved in the flotation of the 

$2,000,000,000 Liberty Loan 
and the increases in bank loans 
which have occurred would have pro- 
duced a period of stringency in the 
money market if it had not been for the 
close control of the situation permitted 
by the Federal Reserve Law. As it was, 
however, call money did not go above 6 
per cent, while time money secured by 
mixed collateral and commercial paper 
of the highest grade did. not even reach 
that rate. 

One of the ways by which higher 
money rates were prevented was the im- 
portation of nearly $100,000,000 of gold. 
This was done, of course, by agreement 
between this Government and Great 
Britain. The trade situation, in view of 
our heavy loans abroad, did not make 
gold imports necessary at this time. 
The gold was sent to aid us in maintain- 
ing a relatively low money rate. The 
Liberty Loan is of just as much impor- 
tance to our Allies as it is to us and it is 
therefore just as much to their inter- 
est to bend every effort toward mak- 
ing it a success and toward handling it 
smoothly and without disturbance to 
business conditions. 

Another means toward keeping money 
comparatively easy has been the steady 
increase in rediscounting at the Federal 
Reserve Banks, with Government bonds 
as collateral instead of commercial . pa- 
per. This has permitted the banks to 
turn the bonds into currency very easily 
and quickly, and thus to get money for 
immediate use in the market. A one-day 
rediscount, used in connection with the 
loan payments, has been an important 
factor, in addition to the usual 90-day 
ae provided for in the Reserve 

w. 

The Treasury ——— with the 
banks about $128,000,000 which had 
previously been paid in on war loan sub- 
scriptions. This had an immediate ef- 
fect on the call money rate. Also, it 
was arranged that most of the 18 per 
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cent instalment just paid on Liberty 
Loan subscriptions should be left in the 
banks and merely transferred to the 
credit of the Government, instead of be- 


ing actually paid over. This obviated a 
heavy drain on the banks. 

By these extraordinary means, which 
were handled by the Federal Reserve 
Board and the banks with skill and ef- 
fectiveness, money rates were kept 
within limits. In a time of peace such 
ways of expanding credit would be open 
to criticism, but war necessarily creates 
an abnormal situation which must be 
deait with by unusual methods. 

The recent amendments to the Re- 
serve Act have reduced the per cent of 
reserve required against time deposits to 
3 per cent: against 5 per cent previously 
required, for all classes of banks. On 
demand deposits country banks must 
now hold 7 per cent against 12 per cent 
formerly, reserve city banks 10 per cent 
against 15 heretofore, and central reserve 
city banks 13 per cent against 18 be- 
fore the amendments. All the above re- 
serves, however, are now to be kept in 
the Federal Banks. Hence if a bank’s 
business makes it necessary to keep 5 
per cent of its deposits in actual cash in 
vault, it will really be obliged to hold the 
same reserves as before the amendments 
were passed. Many banks will require 
this proportion of cash, but others will 
not, so that taking the National Bank- 
ing system as a whole the amendments 
will reduce reserve requirements some- 
what, but not to the extent that would 
be supposed from a superficial reading 
of the law. 

The New York Clearing House will 
include cash in vault as a part of its 
stated reserves. This cash forms no 
part of the required reserves under the 
law as it now stands, but could be almost 
instantly turned into reserves by deposit- 
ing it in the Federal Bank. 

Somewhat easier money conditions 
are expected during the remainder of 
July but with the steady drain on capital 
they can hardly be permanent. 














Foreign Exchange 





HE New York Foreign Ex- 
change market discontinued 
quoting German reichsmark 
and Austrian kronen three 

months ago. Since this time the 
fluctuations for the two leading ex- 
changes, the pound sterling and the 
French franc, have been rather unim- 
portant. The pound sterling is prac- 
tically “pegged” around 4.75) for de- 
mand sterling, and the present quotation 
of 5.75% for deniand Paris is about two 
per cent. below the high and two per 
cent. above the low record of the last 
three months. Since the United States 
entered the war, her financial resources 
are at the disposal of the Allies, especi- 
ally of England and France, and it is, 
of course, now much easier for these 
two countries to control their exchanges 
in New York City. It may, therefore, 
be expected that the quotations for the 
pound sterling and the French franc will 
remain stationary for some time to come. 
The two exchanges that have been the 
features of the last three months are the 
Russian ruble and the Italian lire. The 
lire has been subject to very considerable 
daily fluctuations. It recovered from its 
extreme low of 7.86 to about 6.90 and is 
at present quoted at 7.25. There is quite 
some speculation in Italian lire ; the heavy 
shipments of war supplies, foodstuffs 
and coal from the United States and 
England to Italy weaken the price for 
the lire in London and New York City, 
while announcements of credits granted 
by England and the United States to 
Italy, in turn, stimulate the demand for 
the lire. It seems that Italy’s financial 
resources are not strong enough to get 
her exchange under effective control. 
The favorite of the speculation in For- 
eign Exchange, however, is the Russian 
ruble, which reached an extreme low 
level of 21.90 on July 2. At this 
price, the ruble sells at a discount 
of 58 per cent., which means that it has 
lost more than half of its normal value. 
There are, of course, plenty of people that 
figure that such an enormous discount 
for the currency of a first-class power is 
against all rules of reason, and ever since 


rubles fell below 30, this argument was 
put forth by speculators in ruble ex- 
change. They pointed to the vast natural 
resources of the Russian empire, its 
agricultural wealth, its huge forest area, 
its mineral and metal resources, etc. But 
they did not take into sufficient consider- 
ation that Russia’s export industry was 
completely paralyzed through the closing 
of the Baltic and Black Seas, controlled 
by the naval power of Russia’s enemy. 
Since the outbreak of the revolution in 
Russia, internal conditions- have gone 
from bad to worse. The political power 


. seems to be in the hands of the Socialists 


as far as the government is concerned, 
and in the hands of the anarchists, as 
far as the opposition is concerned. 
Phenomenal wages are demanded by the 
working men, and capital is at present in 
Russia without any protection whatso- 
ever. The result of the political and 
financial disorder was a tremendous in- 
flation as a consequence of the huge in- 
crease in Russian paper money. 

As far as the neutral exchanges are 
concerned, Dutch exchange has been re- 
markably steady around 41, a little above 
par, while Swiss exchange has been very 
strong. The Scandinavian Exchanges 
have been steady at the huge premiums 
above par, which they command for quite 
some time, with Swedish exchange lead- 
ing. The feature of the neutral ex- 
changes is the Spanish currency, the 
peseta, which, at its present price of 
23.50, is at a premium of over 20 per 
cent. Lately, there was quite some cur- 
iosity in Foreign Exchange circles, 
whether rubles on their way down and 
pesetas on their way up would ever meet. 
They not only met, but actually crossed 
each other ; the ruble, which is normally 
worth about 51% cents, dropped to 22 
cents, while the peseta, which is normally 
worth about 1914 cents, rose to 23% 
cents. How important a factor New 
York City is now in the international 
Foreign Exchange Market, is best il- 
lustrated by the fact that the Guaranty 
Trust Co., New York City, holds 82 
million dollars of Foreign Exchange out 
of 600 million dollars total resources. 
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American Steel Foundries 


Some Features of the Remarkably Strong Position Which the 
Company Has Attained by the Wise Use of Its Extraor- 
dinary War Profits—Why the Outlook for It Is 


Unusually -Promising 





By L. R. BEECH 





MERICAN Steel Foundries is 
one of the few companies which 
make quarterly reports to its 
stockholders and keeps them 
informed as to the progress of its 
affairs at intervals during the year. If 
more companies whose stocks are listed 
on the New York Exchange adopted 
such a policy there would be less chance 
for the public to make unwise and ill- 
considered investments, and, there would 
be fewer opportunities to manipulate 
stocks out of all proportion to their actual 
worth on false reports and rumors as to 
earnings. 

To be sure misuse may be made of 
even as good an institution as the 
quarterly report. Indeed, the recent dis- 
creditable performance of a certain oil 
stock would seem to show that the rule 
works both ways. The stock in question 
is one which has been widely distributed 
to small investors. The company plied 
them with quarterly and other interim 
reports showing handsome earnings on 
the stock. There is a strong suspicion 
that the motive in issuing these frequent 
reports was not a benevolent desire to 
keep stockholders cognizant of the state 
of affairs, but rather was to help along 
the publicity campaign which enticed 
unwise investors to buy the stock. 
Curiously enough the reports revealed 
glaringly, the weak points. But the pub- 
lic was blinded by the flood of favorably 
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worded publicity and did not afialyze the 
figures for itself. 

The incident is not an argument 
against the issue of quarterly statements 
by any means. It simply shows that the 
public is not sufficiently educated on 
financial matters to make use of such in- 
formation as is contained in quarterly 
statements for its own protection. If 
more companies would issue interim re- 
ports the public would automatically 
learn how to make use of them to the 
best advantage. 

It is rather pleasing to know that the 
American Steel Foundries Company’s 
quarterly ‘reports have apparently ful- 
filled their proper mission or at least it 
may be said that there are no evidences 
of their having been improperly used. 

From time to time intimations have 
been made that American Steel Foun- 
dries is a dangerous stock to make com- 
mitments in, because it is manipulated 
for the benefit of “insiders.” Neverthe- 
less, the fact remains that it is one of the 
few war stocks which more than justified 
the claims of its most enthusiastic sup- 
porters, during the big bull markets of 
1915 and 1916. The stock is now selling 
close to its high record price as is shown 
in the accompanying table. Contrasted 
with that fact is the one that nearly every 
other war bride of 1915 and 1916 is 
way below its highest price, having been 
“bulled” out of all proportion to its actual 
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worth, to the accompaniment of exag- 
gerated estimates of earnings. The es- 
timated earnings which have anticipated 
the official interim statements of the 
American Steel Foundries company have 
generally been under rather than over 
the actual figures. That does not look 
like any attempt has been made to create 
a false inpression. 
History and Properties 

The American Steel Foundries Co. 
was incorporated on June 26, 1902, under 
the laws of New Jersey and acquired the 
following properties: Sargent Co. of 
Chicago; Reliance Steel Castings Co. of 
Pittsburgh; Franklin Steel Casting Co. 
of Franklin, Pa.; Leighton & Howard 
Steel Co. of E. St. Louis, Ill.; American 


Steel Foundry Co. of Granite City, IIl.; 


manufacture railway steel castings of 
every description. 

The company’s outstanding stock 
amounts to $17,184,000, par value of the 
shares being $100. The funded debt 
is now but little over $3,500,000, having 
been steadily reduced by sinking funds 
and redemptions since the organization 
of the company. 

What War Orders Did 

Essentially an equipment company. 
American Steel Foundries felt very 
seriously the pinch of hard times during 
the period from the end of 1913 until the 
beginning of 1916 when the railroads 
drastically curtailed their buying of 
equipment. It therefore welcomed the 
war orders which were offered it in 1916. 
Two shell contracts totalling approxi- 








PLANTS OF AMERICAN STEEL FOUNDRIES 


Plant and Location 

Sargent Co., Indian Harbor, Ind 

Reliance Steel Castings Co., be me Pa 
Franklin Steel Casting Co., Franklin, P 
Leighton & Howard Steel Co., E. St. Louis, 
American Steel Foundry Co., Granite City, 
Thurlow Plant, Chester, Pa 

Alliance Plant, Alliance, Ohio 

Sharon Plant, Sharon, Pa 


Simplex Ry. Appliance Co., Hammond, Ind. 


Monthly 
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Chester, 


American Steel Casting Co., 
Norris- 


Pa.; Alliance, Pa., Sharon, Pa., 
town, Pa. 

In March, 1903, the company acquired 
the entire capital stock of the American 
Steel Bolster Co. On February 1, 1905, 
it also acquired the entire capital stock 
of the Simplex Appliance Co., with plant 
at Hammond, Ind., taking over the en- 
tire property and assets of that company 
on September 30, 1913. 

The company’s plants are located and 
described as follows : 

At the Thurlow plant at Chester, Pa., 
steel castings of every kind are pro- 
duced but chiefly heavy Government 
work castings, parts of battleships, wheel 
centers, and railway steel casting sup- 
plies. 

The plant at Hammond, Ind., manu- 
factures bolsters for freight cars, brake 
beams and springs. The plants at Al- 
liance, Ohio, and Sharon, Pa., also 


mately $20,000,000 each were taken. 
The first of these contracts was com- 
pleted at about the end of last year, while 
the second contract was finished up by 
the end of last month. The effect of the 
completion of these contracts was to 
cause a big increase in earnings for the 
last quarter of 1916 and the first quarter 
of 1917. (See Table I.) 

In considering the earnings position 
of the American Steel Foundries Co. 
due cognizance should be taken of the 
fact that the extraordinary showing last 
year resulted very largely from the fill- 
ing of war orders which represented 
temporary business. However, the fact 
that the company was able to so success 
fully carry out contracts of this character 
aggregating around $40,000,000 dem- 
onstrated the efficiency of its plants and 
organization. Moreover, it is significant 
that during the time that a large part of 
the plant capacity was being devoted to 
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the filling of war orders, the prices of 
the ordinary products manufactured by 
the company were soaring. It is obvious, 
therefore, that the company was in a 
‘re this Spring to accept regular 
usiness at very advantageous prices. 
This naturally leads up to a considera- 
tion of the outlook for the remainder of 
the year and the future after that, but in 


more than in the previous year. This 
difference works out at the equivalent 
of 3.01 per cent. additional on the stock 
if applied to net earnings. It should 
be noted that the charge included an 
amount provided to amortize the forge 
plants in addition to the regular pro- 
visions. Of still more significance than 
the depreciation charges for 1916 are 


—_—_—X—X—X—X—X—X—§—“—_[_a_a 
TABLE I 


AMERICAN STEEL FOUNDRIES | 
Latest Quarterly Earnings. 


Quarter Ended Quarter — Quarter Ended Quarter Ended 
March 31 June Sept. 30 Dec. 31 
1917 1916 1917 * 016 1917 1916 1917 1916 
Net earnings. . .$3, resale $788,707 ........ $590,519 ........ $891,388 ........ $1,837,219 
Other inc .....  ~wittcess, (EE bStegnss 7 EEE ‘Soadesee 35,514 

















Total inc ....$3,179,978 $807,542 ........ 
Charges, etc ... 778,576 311,932 ........ 








UK eee $923,620 ........ $1,872,723 


FRIED ccccccce Ok arr 198,795 











coves $2,401,402. .$495,610 ........ 





ok rer $721,314 ........ $1,673,928 
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order to understand more fully the 
promising prospects it is desirable to 
comment further on the financial achieve- 
ments of the company during the past 
year. 


Financial Achievements 


To use a trite expression “war orders 
raised the American Steel Foundries 


those for the first quarter of the cur- 
rent year, which were $568,060 or more 
that 400 per cent. greater than in the 
corresponding quarter of 1916. 
Another important financial achieve- 
ment of the year was the retirement of 
$373,000 of the company’s 6 per cent. 
bonds, leaving a total outstanding as oi 
December 31, 1916, of $1,586,500 out of 











TABLE II 


5-YEAR ANALYSIS OF INCOME ACCOUNT 
Years Ended Dec. 31. 


*Oper. Other Total Fixed 

Income Income Income Charges 
1916. $4,102,824 $122,987 $4,225,810 $807,753 
1915. 313,242 189,523 502,765 722,339 
1914. 406,047 87,159 493,206 724,678 
1913. 1,712,346 55,894 1,768,240 734,648 
1912. 1,221,332 44,927 | 1,266,259 488,503 


-—-—Capital Stock--—\ 
Net Divds % % Surplus 
Income Paid Earned Paid for year 
1916. $3 any $214,800 19.89 114 $3,203,257 


1915.. {219,574 ...... be «+ $219,574 
1914.. 7231,481 343,680 .... 2 7575,161 
1913.. 1,033,592 343,680 6.01 2 689,912 
i eh 453... 171,156 


*After deduction of production costs, maintenance and depreciation. 


tDeficit. 








Co. from a position of poverty to one of 
affluence.” Surely that should be grati- 
fying to stockholders, but it should be 
more gratifying for them to know that 
their company has not wasted its sud- 
denly acquired wealth like many of the 
war brides. 

For instance depreciation charges in 
1916 amounted to $739,414 or $535,331 


the original issue of $3,900,000. In ad 
dition, $344,000 par value of 4 per cent 
debentures were bought in at an aver 
age cost of 87.48 per cent, leaving out 
standing at the end of the year $2,060, 
800 of the original issue of $3,346,800 

The figures showing working capital 
at the end of 1916 as compared with 
other years are apparently unfavorable 
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(see Table III), but as a matter of fact 
the position of the company in this re- 
spect was and is excellent. The fact that 
the company showed at the end of last 
year the small cash balance of only 
$576,611, whereas its notes and accounts 


payable amounted to over $5,250,000, is 


satisfactorily explained when it is re- 
membered that at the outset of the year, 
the company was engaged upon its large 
war contract, deliveries upon the greater 
part of which had not begun.. That the 
apparent shortage of cash was more 
superficial than real is proven by the 
statement, officially made, that on March 
31, 1917, the company had cash assets of 
over $10,000,000. Obviously the big 
gain in cash resources in the three months 
was due to the completion and delivery 
of war contracts. 

The foregoing summary makes it clear 
that the American Steel Foundries Co. is 
in a wonderfully fortified financial po- 
sition; that it is ready to accept either 
Government or regular business and to 
handle that business in an efficient way 
so as to extract the maximum margin 
of profit; that financially the company 
is being conservatively managed to the 
best interest of the stockholders. Under 
these conditions what is the investment 
value of the stock and what are the 
speculative possibilities ? 

In the annual report under date of 
March 1, 1917, it was stated, “The pros- 
pects for 1917 are good. All plants are 
running to capacity, and we have already 
on hand orders enough to carry us well 
into the second half of the year, Of 
course, the general business situation is 
uncertain to say the least, but if we 
meet no unusual difficulties we are rea- 
sonably sure of another satisfactory 
year.” 

It is also of special significance that, 
in connection with the report for the 
first quarter of 1917, President Lamont 
stated that the company was booked up 
to full capacity throughout 1917. 
Furthermore, he expressed the opinion 
that satisfactory earnings throughout 
the year were assured. As has already 
been noted, the earnings for the first 
quarter of the year were equal to $13.97 
a share, or at the annual rate of $55.88 
a share. To be sure, it has been sug- 


gested that these earnings cannot be re- 
garded as a criterion of earnings for the 
remaining quarters of the year because 
the company has completed the bulk of its 
extraordinarily profitable war contracts. 
Still we must remember that contracts 
being taken now are on the basis of 
very high prices that allow a liberal mar- 
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gin of profit. Provided operations 
throughout the remainder of the year 
proceed on a normal basis, there is every 
reason for believing that the American 
Steel Foundries Co. will show $50 a 
share earned for its stock in 1917. If 
that estimate is realized it means that in 
two years the company will have earned 
the equivalent of more than the present 
market price for the stock, at this writ- 
ing around $70 a share. 


Retiring Its Bonds 


It is the intention of the company to 
retire the remainder of the 6 per cent. 
first mortgage bonds amounting to 
about $1,500,000. With earnings at the 
present rate and with the company in 
such a strong cash position, it will be the 
easiest thing in the world for it to do 
this. And further than that it will doubt- 
less provide for the retirement of the de- 
benture gold 4s which are due in 1923. 

Taking a look ahead to the end of 
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1917, it becomes apparent that the status 
of the company should be even better 
financially than now. When it is further 
considered that such large sums have 
been charged off for depreciation, the 
promise is bright that the equities and 
earning power of the stock by the end of 
1917 should justify as high a price as 








TABLE III 


Working 
Capital 
$7,291,127 


Gross 
Sales 
$31,361,006 
10,024,870 
11,125,091 
17,425,941 
14,319,572 


Ratio 
23.3% 
45.3% 
42.5% 
29.5% 
32.6% 








$70 a share from an investment stand- 
point. 
Of course the company is engaged in 
a line of industry which is subject to 
wide changes and the current prosperity 
cannot be expected to last indefinitely. 
It must be further. borne in mind that 
excess profits taxation may take a con- 
siderable portion of the company’s extra 
earnings. Still, the conclusion seems 
warranted that even in the fact of ad- 
verse conditions, the company will be 
able to maintain its present dividend 
throughout a period of depression that 
follow the war. The slowing down 
in i business should at all events be less 
fked than in the case of other steel 
. companies, for the prospects are that with 
return to peace times the railroad 
equipment business will be stimulated 
rather than otherwise. This will be to 
the direct advantage of a company like 
American Steel Foundries, which is 
principally dependent upon the railroads 
for its business in normal times. Add 
to that the promise that shipbuilding 
activity will supply a market for much of 
, the company’s output, for many years 
after the war. 


@ -*».From the speculative standpoint, the 


t favorable feature in the situation is 
e prospect that the dividend will be in- 
sed before the end of the year. The 
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present rate is 5 per cent. payable 
quarterly. There has already been con- 
siderable talk to the effect that the rate 
will be raised to 6 per cent. or 7 per 
cent., and I am informed that there is 
official sanction for the intimation that 
the Board of Directors will act favorably 
upon an increase at the September meet- 
ing. Another favorable, speculative pos- 
sibility is that the company will receive 
a liberal share of orders from the U. S. 
Government for munitions, etc. Its profit 
on such orders may be held down, but 
at all vents the company will be assured 
of a fair profit and of business to keep 
its plants going, for the duration of the 
war. 
Conclusion 

It is clear then that, individually, the 
stock is in an excellent speculative posi- 
tion. There would be ample justification 
therefore for recommending it as an un- 
usually attractive semi-speculation were 











TABLE IV 
HIGH AND LOW PRICES OF STOCK 








it not for the likelihood that its immediate 

future price movements will be in accord - 
with the current of the general market. 
In view of the fact that the indications 
at this writing are that in the immediate 


- future the market will veer with the de- 


a 
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bates at Washington on the taxation 
question, it would appear advisable to 
defer speculative commitments in the 
stock. But those who are looking for 
opportunities tg buy cheap stocks can do 
no better than to keep an eye on Ameri- 
can Steel Foundries with a view to buy- 
ing it “at the right time.” ‘ 
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The Coal Sastion 


and Coal Stocks 


Causes of the Present Extraordinary Coal Situation—Coal 
Output Compared to Steel Output—Trend of Coal 
Prices—Demand Versus Supply 





By JAMES SPEED 





Article I—The Coal Situation 





HE coal situation and the coal 
stocks have of late been more 
in the public eye than perhaps 
any previous time in their 

history. The abnormally high prices 
prevailing the world over, owing to 
war conditions and the agitation on at 
Washington with the possibility of the 
Government commandeering this coun- 
try’s coal supply have called for wide- 
spread comment in the public prints, 
while the investing and speculative 
public have been interested in the large 
profits which most of the coal compa- 
nies are making. Consequently an ex- 


amination of the coal situation is of . 


especial interest at this time. 

Coal is one of the most important 
products extracted from mother earth. 
It furnishes the motive power in ob- 
taining the ores from the mines and 
the heat necessary to transform the 
same into finished products. It moves 
our trains on land and our ships on the 
sea; and its many by-products are 
absolutely indispensable to the dye and 
chemical industries; in short, coal is 
the basis of our commercial and indus- 
trial activity. 

In order to get a clear idea of the 
situation in the industry at present, 
the accompanying table I, giving com- 
parative prices will be of service: 

From the table it will be noted that 
the advance in price, while most pro- 
nounced in Boston, prevailed in all the 
leading coal centers. The average 
gross price of coal shows an increase 
of 151% on January 6, 1917, over the 
price a year previous and of 134% on 
June 20 over January 6, 1916. 


Causes of High Prices 
Let us go back of these figures so 
that it may be possible to find out the 
causes leading to such high prices. 
Since production affects prices, at first 
thought, one might be inclined to con- 





clude that there must have been a great 
falling off in the supply the past year. 
Such, however, was not the case as in- 
dicated by the statistics shown in Tables 
II and III. : 

According to the estimate of the 
Geological Survey, coal production in 
1916 increased from 530,000,000 to 
597,000,000 tons, which was the larg- 


est amount produced in the four-year 





—Coal Age. 
ONE OF THE REASONS WHY COAL IS HIGH— 
FRENCH MINING TOWN (ABOVE) AND MINE 
SHAFT (BELOW) NEAR LENS DESTROYED 
BY THE GERMANS. 


period, showing that a decreased coal 
production, as compared with previous 
years, was not responsible for price ad- 
vances. 

Consumption, as well as production, 
affects the price of a commodity. In 
order to get some idea of the demand 
for coal the past year, the production 
of the U. S. Steel Corporation is com- 
pared with the coal production. Since 
it requires 1.2 tons of coke to extract 
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a ton of iron from the ore and 1.5 tons 
of coal to produce a ton of coke, mak- 
ing a total requirement of 1.8 tons of 
coal for every ton of steel, the reason 
for making this comparison is obvious. 
Last year the Steel Corporation in- 
creased its production 31.6%, while 
coal production increased but 12%%, 
and as compared with 1913 coal pro- 
duction increased but 4.9%, while Steel] 
production increased 25.2%, showing 
that coal production did not increase 
in the same ratio as the production of 
the Steel Corporation. Since the Steel 
Corporation is a barometer reflecting 
the business activity of the country as 


which does not produce much revenue 
as“ compared with manufactured 
articles, the railroad facilities were 
first employed in transporting freight 
yielding a higher return, such as war 
munitions, and as a consequence, many 
instances can be cited where there was 
plenty of coal at the mines, but no 
means of getting it to the markets. 
Congestion at the terminals also tend- 
ed to make this situation more acute. 

There were several minor causes in 
addition to those just enumerated 
which entered into the situation, such 
as, the strike of the anthracite miners 
last April ; the flood in the Cabin Creek, 








TABLE I 
HOW COAL PRICES HAVE ADVANCED. 


Comparative Average Coal Prices 


The following table compiled by Coal Age 
gross ton (except where otherwise noted) on 12 
sev weeks. 

Boston 
Clearfields 
Cambrias and Somersets 
Pocah. and New River’ 

Philadelphia 

Creek (Big Vein) 


*F. o. b. Norfolk and Newport News. * Per 
year was $4.80@5.33 made on Nov. 25. * Price 
than the previous week. 


gives the range of mine prices in car lots per 
representative bituminous coals over the past 
Year Ago 
+$1.10@1.60 
tT 135@1.75 
2.80@2.85 


1.90@2.00 
1.15@1.25 
1.40@1.50 


1.60@1.75 
1.70@1.80 
1.50@1.65 


1.45@1.55 
1.20@1.30 


i= 
June 26 
$5.25@6.00 
5.50@6.25 
7.25@7.50 


5.75@6.00 
5.00@5.25 
5.25@5.50 


4.75@5.00 
4.75@5.00 
4.95@5.05 


3.50@3.75 
3.00@3.25 
.95@1.00 2.75@3.25 3.00@3.75 


$1.51@1.67 $4.81@5.15 $4.77@5.23 


net ton. *The highest average price made last 
lower than the week before. + Price higher 


June 16 
$4.75@5.50 


5.00@5.75 
7.50@8.00 


6.00@6.25 
5.25@5.75 
5.25@5.50 


4.50@5.00 
4.50@5.00 
5.00@5.25 


3.50@3.75 
3.00@3.50 
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a whole, it is quite probable that the 
demand for coal in all industries in- 
creased in a similar ratio so that we 
may say, one of the causes for high 
prices in 1916 was the fact that pro- 
duction failed to keep pace with con- 
sumption. 
Car Shortage 

Shortage of cars and engines needed 
to move the coal from the mines to 
the markets was another important 
factor. Coal being a class of freight 


West Virginia, district which tied up 
the mines for over one month; the 
necessity for using steam power in- 
stead of water power in the operation 
of the hydro-electric plants in the 
Appalachians ; the lack of transporta- 
tion facilities on the Ohio River which 
made it necessary for all river towns 
to get coal by rail, and finally the short- 
age of labor and cars in the Rocky 
Mountains, making it necessary to buy 
coal in the eastern markets. Summing 
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up all these factors, the phenominal 
advance in coal prices is not at all diffi- 
cult to explain. 


Outlook for Prices 


So far we have examined the factors 
affecting the situation the past year. 
Let us now study the factors which 
will probably have a bearing on the 
situation the coming year, with a view 
to forecasting the demand and the 
trend of prices. 

Col. Goethals, the builder of the 
Panama Canal, says that the amount 
of coal needed to fuel the ships pass- 
ing through the Canal will range be- 
tween 15,000,000 and 18,000,000 tons 
per annum. All foreign supplies of 
coal are now cut off and if ships pass 
through, this country will have to fur- 
nish the fuel. 

The Government states that it will 
need full 100% more coal than last 
year, which will be at least an addi- 
tional 10,000,000 tons. 


France Needs Coal 


It is stated by one of the leading 
coal journals that France is in the mar- 
ket for 5,000,000 tons per annum for a 
period of five years, since it is believed 
it will be that long before the coal fields 
in northern France can be operated at 
full capacity. 

Most of the factories operated at 
full capacity last year, and since a num- 
ber of them are booked with orders 
running into 1918 there seems every 
reason to believe that the demand for 
coal will be fully .as great, if not 
greater, this year. 

Last year the railroaas were handi- 
capped by lack of equipment. This 
situation has not been entirely elimi 

nated at present, but owing to the large 

number of cars and locomotives which 
have been ordered it can be expected 
that the railroad companies will be in 
a better position to move coal traffic 
than they were last year. 

As stated, we exported 18.9 million 
tons of bituminous coal as contrasted 
with 16.7 million tons the previous 
year, notwithstanding the fact that 
rates to Italy were about $50 a ton; 
Barcelona, $26, Marseilles, $54, and 


Santiago, $6. It is quite probable that 
exports will be fully as large as last 
year since a number of countries are 
compelled to import regardless of 
price or freight rates. 

At the moment we are at war. This 
means that every factory and every 
coal mine must produce to its utmost 
capacity in order to meet the addi- 








TABLE II 
STEEL VERSUS COAL PRODUCTION. 
Steel Production, 1915.. 11,700,000 tons 
15,400,000 “ 


530,000,000 tons 


+. 


An increase of 31.6%. 
Coal Production, 1915 


An increase of 12%4%. 
Coal Exported, 1915 16,700,000 tons 
* - 1916 18,900,000 “ 

An increase of 13.2%. 
Average Price Per Ton of 8 Steel Products, 
namely : 
June, 
1917 
$38 
180 
80 
90 
90 


100 

56 

$774 

96.70 
37.2 over 
Jan.’17 
140% over 
Jan. °16 
Average price of bituminous coal per ton at 


the mine: 
$2.02-2.22 $5.16-5.53 $4.81-5.15 
151% 134% over 
Jan. °16 


January, January, 
191 191 


% Increase 


- oo 


% Increase 








tional demand which a war would 
occasion. 


1917 Increased Demand 


In speaking of the coal situation, 
“The Black Diamond,” one of the lead- 
ing coal journals, estimates:that the 
demand for coal this year will be about 
100,000,000 tons greater than last year. 
It bases this opinion on the belief ‘that 
eastern factories will require an addi 
tional 70,000,000 tons, the Government 
15,000,000 tons and the Panama Canal 
about 15,000,000 tons. 

Taking into account these various 
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considerations it would seem that a 
very large demand can be anticipated. 

The next consideration is the prob- 
able trend of prices. As pointed out, 
a year ago coal prices were not very 
high and the contracts between the 
coal companies and consumers were 
made on a basis of the prices at that 
time. For instance, Mr. Patterson, 
General Solicitor of the Pennsylvania 
Railroad, stated that last year coal 
was obtained at a cost of $1.25 per ton 
at the mines; this year he estimates it 
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consumer. The very fact, however, 
that railroads who are in a position to 
be very familiar with the coal situa- 
tion are contracting at prices from 
100% to 150% higher than last year, 
seems to indicate that high prices can 
be expected throughout the year. 


Bituminous Coal 


The bituminous coal problem in this 
country seems to be working out in 
the logical way; namely, through the 
co-operation of the producers and the 








TABLE III 
COAL PRODUCTION COMPARED WITH THE PRODUCTION OF THE U. S. STEEL 
CORPORATION 
Figures in Millions 
U. S. Steel Corp. 
Anthracite Bituminous Production 
Year Tons Tons Total Tons ~ ons 
DO ncukevacients 88.3 509 597 Inc. 12%% 15.4 Inc. 31.6% 
RPE 87.7 442 530 Inc. 3.3% 11.7 Inc. 30% 
RS ee 90.8 422 513 Dec. 9.7% 9. Dec. 268% 
TE ia oll a teen atk 915 478 569 12.3 Inc. 


Figures from “Geological Survey” and report of the U. S. Steel Corporation, 1916. 
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will cost $3.50 per ton which will mean 
an additional expense for the lines east 
of Pittsburgh of $25,000,000 or $30,- 
000,000. He also states that the Penn- 
sylvania Railroad will require 6,000,- 
000 or 8,000,000 more tons. It is quite 
probable that other railroads will have 
to make similar expenditures. If all 
the railroads have to pay only $1 more 
a ton for coal it will cost them about 
$130,000,000 more. 

Since the railroads are the largest 
consumers of coal, their prices are 
much below those paid by the smaller 


National Defense Council in the forma- 
tion of a pool of the principal grades 
in a way that they will be most avail- 
able for essential consumption. The 
better working agreement between the 
railroads and the producers in anticipa- 
tion of the very large requirements, 
has been shown already in an increase 
in shipments of 28% in May of this 
year, as compared with the same month 
in 1916 

(The second installment which takes up 


some of the more important coal stocks will 
appear in an early issue.) 



































Is the “Short Sale” 





Profitable? 


The Ethical and Practical Viewpoints—What the Short 


Seller Pays—Professional 


“Bears”—The Advantage of 


Both Sides in Trading 





By SAMUEL KENNEDY 





NUMBER of years ago the 
partner of a New York Stock 
Exchange firm remarked to 

* one of his customers, “Why 
don't you sell Amalgamated Copper 
short ?” 

The reply was, “I am not a gambler.” 
The customer had defined the purchase 
of securities with the hope that they 
would advance in price, as legitimate 
investing. He had likewise defined the 
sale of something which he did not have, 

in the hope that he could buy it in at a 

lower figure, as gambling. Neither 

logic nor common sense could confirm 
such one-sided reasoning. 

Short Selling 


What is Short-Selling? - 

“A ‘short sale’ is a sale“of stock which 
the seller does not possess, but which he 
hopes to buy in at a lower price than 
that for which he sells.” 

“Short selling (sale for future deliv- 
ery) is valid, as distinguished from 
gambling in differences. 


“A broker is bound to carry the customer’s 
account to sell short for a reasonable time 
as long as the margin deposited remains 
good. Without demand for additional mar- 
gin he cannot cover the sale without instruc- 
tions from the customer. On an unauthor- 
ized buying in of stock to cover the sale 
the customer may repudiate the transaction 
and recover the margin deposited. If the 
margin is not kept good, the broker may, 
on demand and notice, close the transaction 
by buying to cover sale. He must show that 
there was occasion to call for further mar- 
gin, and that the customer failed to furnish 
it after receiving reasonable notice prior to 
the purchase. 

“In closing out a short sale account the 
' broker is not required to give notice to the 
customer of the time and place at which he 
proposes to purchase. Such a notice is only 
required where stocks are pledged for the 
payment of a debt. But if the broker elects 
to close the transaction for reasons other 
than a shortage of security he must give the 
customer reasonable notice. 

“Where a broker has ‘sold short’ for a 
customer he may, in a rapidly rising market, 
and after the customer has refused to put 
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* up more margin, buy in the stock and charge 


the loss to the customer’s account. He is 
not obliged to take into consideration ru- 
mors communicated by the customer that 
the stock may be bought lower next day; 
nor to hunt him up and repeat to him every 
rumor or piece of information before pro- 
tecting himself.”* 


What is the Average Man? 


Man ‘is primarily a constructive ani- 
mal. He has been taught from childhood 
that “building up” is good, and that 
“tearing down” is evil. It, therefore, 
follows that by nature the speculator 
leans toward the “bull” side and the gen- 
eral public, or the incidental speculator, 
is constitutionally a “bull.” To take the 
short side, to become actively a “bear” 
is very difficult for the average man. Nat 
only is it difficult by nature, but the 
machinery involved in selling short is 
complex to the novice, and he fears to 
tread on ground to which he is unac- 
customed. He classes himself in the 
coterie of iconoclasts, the breakers of 
idols. 

Further than the above reasons, he is 
deterred from the short side because of 
precedent and history. The history of 
speculation has been that the consistent 
short seller has died poor. He may 
think of Daniel Drew, whose great suc- 
cesses were on the short side of the 
market, but whose ultimate failure could 
be accounted for by his consistency to 
this “short side” of speculation. 

Ethical Viewpoint 

From the ethical viewpoint, “short 
selling” is frowned upon. During the 
celebrated “Leak Investigation” of the 
Stock Exchange by a Legislative Com- 
mittee, the prominent witnesses testified 
almost as a unit that each and every one 
never sold a share of stock short. Mr. 
Baruch, however, went boldly into print 
with his statement of short sales, and 
braved the storm of criticism raised. 





* Goldman. 
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lt would appear to be false ethics to 
condemn the short sale. There have been 
periods during security and money panics 
when the short interest in the security 
market actually saved the situation for 
those who wanted to hold on to their 
stocks. In plain words, if there had not 
been short sellers there would have been 
no buyers to relieve the hard pressed 
and to keep up prices, whose downfall 
otherwise spelt failure after failure. 


The Economic Position 
Economically, “short selling” acts as a 


SEPTEMBER OCTOBER 


7 
a 


9 
» ° 
iy 
\ 
s 
i 
3 
2 


~ 


stabilizer. This is not only true in the 
security market, but also in the com- 
modity market. The fact that certain 
men speculate for a fall in the price of 
securities, makes the market not only 
firmer and more orderly in tone, but 
keeps the bid and asked prices within 
close quotations. The fact that the New 
York farmer sells his apple crop “short” 
to the jobber keeps the price of apples 
normal. The farmer may sell his entire 
wheat crop for the following year before 
he has planted. He may sell his apples 
before a blossom appears on the tree. If 
the weather is propitious, there will be 
no difficulty about the delivery of the 
crop. If the crop is a failure, the farmer 
must buy from some one else who has a 
good crop, possibly paying higher prices, 
so that his contract may be fulfilled. 

The analogy between the farmer and 
the short seller of stocks is certainly a 
true one. 


“the prohibition of limitation of short sales, 





The Hughes Committee 


Possibly the best resumé of speculative 
conditions and terms has been given by 
the Hughes Commission which investi- 
gated the Security Markets in 1909. 
Under the title of “Short Selling” the 
following appears : 

“We have been strongly urged to advise 


not only on the theory that it is wrong to 
agree to sell that which one does not pos- 
sess, but that such sales reduce the market 
price of the securities involved. We do not 
think that it is wrong to agree to sell some- 
thing that one does not now possess, but 
expects to obtain later. Contracts and agree- 
ments to sell, and deliver in the future, prop- 
erty which one does not possess at the time 
of the contract are common in all kinds of 
business. The man who has ‘sold short’ 
must some day buy in order to return the 
stock which he thas borrowed to make the 
short sale. Short sellers endeavor to select 
times when prices seem high in order to 
sell, and times when prices seem low in 
order to buy, their action in both cases serv- 
ing to lessen advances and diminish declines 
of price. In other words, short selling tends 
to produce steadiness in prices, which is 
an advantage to the community. No other 
means of restraining unwarranted marking 
up and down of prices has been suggested 


to us.” 
Other Authorities 


For those who are unconvinced that 
short selling is as moral and legitimate a 
form of speculation as direct purchasing, 
the chapter headed “The Bear and Short 
Selling” in William C. Van Antwerp’s 
excellent book, “The Stock Exchange 
From Within,” will be of great assist- 
ance by presenting the subject in an 
economic, practical and ethical light. It 
would seem unnecessary to the experi- 
enced financial man that such an ex- 
planatory chapter about short selling 
would ever have to be written, but when 
one realizes that from 1812 to 1858 there 
were laws preventing short sales and 
that even in 1916 politicians and legis- 
lators tried to have prominent men tes- 
tify regarding their short sales, such de- ° 
fenses must be made to put matters 
aright. 





The Position Illustrated 


An examination of the accounts of 
brokerage firms would show 95 per cent. 
of the individual accounts always bulls 
and the remaining 5 gs cent. bears. 
Possibly this a a 8 too small for 
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the bull accounts, but the writer desires 
to be conservative. An examination of 
the accounts of “Big Interests” and those 
of men who make speculation their busi- 
ness, not simply an avocation, would 
show that one-half the time they are 
bulls and the other half the time they 
are bears. ‘ 

lf we proceed further in the examina- 
tion of the market prices as illustrated 
in the accompanying graphic showing 
the average of 50 stocks during Sep- 
tember and October, 1916, it will be 
noticed that the bulls and bears had an 
even break so far as results are con- 
cerned. These two months are typical 
of a like graphic over a long period of 
time. 

Let us suppose that the 95 per cent. 
ordinary speculators had remained in the 
market during the period of the two 
months on their favorite bull side. The 
start was at 84, the high was at 86 
and the low was below 82. No doubt 
some might have taken slight profits and 
remained out of the market during the 
decline, but the vast majority would 
have eventually lost. The consistent 
short seller would have fared a little 
better on this period’s record, but the 
gain would have been small and the 
energy expended would have been far too 
great for the result obtained. In fact, 
it is doubtful if the genus, “consistent 
short seller,” exists. 

Advantages of Both Sides 


The professional, who sees the advant- 
ages of operating on both sides of the 
market would have had the opportunity 
of beginning on the short side, reversing 
his position to the long or bull side and 
later switching to his original bear or 
short position for the final period of 
downward trend. While on the original 
short side, his commitments would have 
saved the market prices from reaching 
too low a level, and when he went short 
at the end of September, his action 
would have helped keep prices down to 
a reasonable level. He was individually 
and economically a success. 

Reviewing the graphics covering a 
period of time, one will notice that the 
downward trend usually is much faster 
than the upward. There are exceptions, 
however, which only prove the rule. It, 


therefore, follows that the short seller 
when he is right will derive profits in 
much quicker time than the man who 
buys for a rise. On the other hand, the 
buyer for a rise is on the face of facts 
better insured than the short seller. The 
buyer at 50 knows that he can lose but 
50 points on his purchase. The short 
seller has “the sky for his limit.” Some 
remarkable phase of finance or business 
may cause a stock to rise to a price out 
of all proportion. Witness the case of 
Northern Pacific in 1901, when, during 
the fight for control, the price reached 
$1,000 a share. Students of Speculative 
History will easily recall the great num- 
ber of times that the Prince of Short 
Sellers, Daniel Drew, had to settle at a 
price when he could not deliver his short 
sales. 


The Stop Order Insurance 


This is the psychological reason that 
the neophyte in the stock market fears 
to take the short side when the oppor- 
tunity offers. He cannot see the possible 
worst side of his operation, and he there- 
fore refrains from using a most legiti- 
mate form of speculation. There is a 
form of protection for the short seller 
which he can easily use, and that is the 
“stop order.” The “stop order” is prac- 
tical for both sides of speculation, but it 
is particularly applicable to the short 
seller. To the trained speculative mind, 
the purchase of a stock at 50 is not a 
bit better protection than the selling of 
the same stock at 50, if the principle of 
the “stop order” is carefully and faith- 
fully utilized. 

The Accounting Phase 


The short account is a “cheaper” form 
of operation to the consumer. To quote 
from Todman on Accounts. 


“No interest is usually allowed on ‘short ac- 
counts’ excepting on deposits treated as mar- 
gin. In this case a nominal rate of 2 per cent. 
is allowed. Where a customer is long and 
short at the same time—a hedged account—he 
is charged with interest on his long commit- 
ments, and allowed no consideration on his 
short transactions unless they are margined. 
This presupposes separate long and short ac- 
counts on the ledger. 

“One feature peculiar to short accounts 
must be mentioned here. The very large 
speculative accounts containing heavy short 
interests are a source of earning to the 
broker from the interest received on bor- 
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rowed stocks. It is quite conceivable that 
no personal outlay is made in the case of 
a short sale, for, with the money which the 
broker receives against delivery, he finances 
his borrowing operations. On this borrowed 
stock interest is earned in such quantities 
that some concerns make it a practice of 
dividing it with the customer.” 


What the Short Seller Pays 


The short seller is always charged with 
the dividend, which the stock he is short 
carries. He must pay this dividend to 
the lender of the stock which loaned 
stock is used to deliver to the purchaser 
at once. The short seller is also charged 
with any premium on the borrowed 
stock. 

Not many weeks ago Delaware & Hud- 
son was sold short by traders. The sup- 
ply of actual certificates at first was not 
sufficient to satisfy the short sellers. 
However, as the price became lower, 
more stock appeared from strong boxes 
of investors for use on the speculative 
market. During the period when there 
was a scarcity of borrowable certificates 
the short seller had to pay as high as 
$3.121% each day, Saturday and Sun- 
day excepted, for the privilege of bor- 
rowing 100 shares of stock. The short 
seller, therefore, should keep close tabs 
on the loaning rates of securities. 


Books on the Subject 


The advantages to the trader and 
speculator of taking either the bull or 
the bear position in the stock market is 
fully outlined in the literature dealing 
exclusively with that subject such as in 
“Studies in Tape Reading” or in 
“Fourteen Methods of Operating in the 
Stock Market.” This article is written 
solely to call attention to. the ethics and 
machinery of the short sale. So far as 
the customer is concerned, there is less 
for him to consider than in the purchase 
on margin. The brokerage features are 
likewise simple and easily illustrated by 
the use of letters: 


The Example of Short Sale 

A sells 100 shares to B for $1,000. A 
does not own the stock, but knows that 
C has 100 shares. He borrows 100 
shares from C, paying him $1,000, the 
market price, and completes his contract 
with B by delivering the 100 shares bor- 





rowed from C. B pays A $1,000, the sale 
price, and C pays A the interest on 
$1,000, so long as A continues to borrow 
the stock. 

Sometime C will want his stock back. 
He demands it from A, who borrows 
from D. He returns C’s stock, and his 
obligation rests with D. Both B and C 
are out of the transaction. Eventually 
A will buy in the stock from E, and will 
return the borrowed stock to D. All 
angles of the transaction are now set- 
tled. 


Professional Bears 


William W. Fowler thus describes the 
making of a bear operator in the stock mar- 
ket: “Wall Street operators commence their 
career as bulls and finish it as bears. This 
is a general rule, to which, of course, there 
are many exceptions. When a man enters 
the stock market he almost invariably oper- 
ates for a rise. But when he sees how long 
it takes for stocks to go up, and how swiftly 
they sometimes fall, and, moreover, when 
in one of those falls he finds all the profits 
of months previous swept away in a day, 
he naturally reasons that if, instead of oper- 
ating for a rise, he had waited and sold 
short or operated for a fall, he would have 
acquired wealth with haste commensurate 
with his desires. Besides this he sees that 
interest always runs in favor of the bear, 
while it forms one of the heaviest items in 
the bull’s account, for it will not have been 
forgotten that the buyer pays and the seller 
(if broker) receives interest on all stock 
contracts. It is easier for a broker to sell 
stocks short than to carry them, and so he 
is prone to operate on the bear side, and is 
apt to encourage his customer to act on 
that side.” 


The Conclusions 


The economic principle of short selling 
is thoroughly established in all branches 
of business, including that of stock 
brokerage and from the ethical view- 
point, there is no difference between buy- 
ing for a rise or selling for a fall. 

From a practical viewpoint, short sales 
steady the security market, making it 
safer for investors and the general pub- 
lic. They are recognized by all econom- 
ists. Laws against short selling were 
abolished at the very beginning of the 
history of modern speculation. 

It is, therefore, right and profitable 
for the speculator to diversify his posi- 
tion and be both bull and_ bear as the 
opportunity presents itself. 




















"9L0'9Z9$ “394 5062‘09P'Z$ “8013 [Lady ert 
“‘Peygipow uvid jusuieyne uresy Ly’ 
usptar 1 
"2sBYS 394 pZ*T 03 [enbe p= a 8 wyusen $v 
‘ a “aseys sad 0£'5$ } 27's 
03 [enbe ‘9161 “Seq pepue “som g 103 sayddns 
“spuog Hv 000'000'SZ ws OL 82°t 
“woyked B “wey “UUID aul] Blew paseyosng 6r'S 
“PlOs seul] youesq 30 josjQUO ! 
‘Ser'ise'1$ 400 'SB1'9E2'9$ “soos dy e201 ee 
"$£8°968$ “94 ‘OES*Z19'e$ ‘#8013 Judy of’Or ez°Il 92°9 
"000‘0SE$ 3809 ‘esnoq punos [jes se Buipying  sf°Or 6e'Il BS°Z 
"%9 wey, a10W 2133] Bususeq £e°O1 oss § S2b 
Atp 39d Soi Zp JO aBer9ae ‘sivd WyBi013 Buraopw 6e°01 Oso 62°9 
+ *Ks0yS}4 Ul ysaBse] Aserpisqns yo syyorg év'or ot'OL S8I'v 
“pstog SuoHiun, UeIpeued } 000'000'0I$ PeueO] $601 esZ4t f2'tl i ‘ 82°21 
“83809 [CLajem Aq pepoyy 86°01 Of°zI = 8I'6 ; 0t'6 
“SpUeplalp &1jxq eri SOS 86°01 i 19°91 
‘SaHsedoid [JO dojeasp [ILM SS It 6 86°01 O24 ; 95°6 £9 
‘IHdy Gt %I pred Istl ve Ze 261 j £3°1 00 
“Eve"69ES “394 ST ZO'PII'I$ ‘s8018 Avy [44 Se 4 46% 00°1 vlZ 00 
“OL2°9SE$ 394 5808'Z16$ ‘S803 [Lidy veel = Sb “v9 =O I— 606 9 00 
gus ge eyepoumocze 0) pouners yoopases tebieed } seer E41 628 Vol 886 «£68 9° 
“10¢'z08$ “U [Ldy 69°ST v0l ze"ot 98% Zoot =LTIL «98'S “9 
“SID JO BBv}I04s 0} BNP BBeZ10Ys [LO es‘st 821 zZez $l'9 vO'IL €6SL 92°bT es 
‘sJ9pso Jusuidinbe MeN = =6OL'6T «08 = BZST 97'S 28°91 Eel S8°Zt $2 
‘OD BINGUIIas 0} OnSS} PUOg JO Sp2900id “YW ® “g 99°61. £6 S27°8t Olt sZe “48S ¢29 8°9 v's 
“Asenuel Ur %s pled = 64°61 = 2L Sc’vl 8£6 680 ‘“"**’ ZIL 16% : 0'0 
OD [BOD $938IF JNO wWosy S919" ONO'ZT peseqoing to'oz ~=«19 Ze2t i's S2yv 2b S2s  O08'°9 , 99 
“sajedpopsed “woo “psd uo. "pd %p 1933y 4202) «8h na. a te ae OU 0°0 
“p8I'106$ S[enbe you pidy Ise 6€ 986 99°71 £0 S6ett SBS 98 00 
“Spurl [eo 50 sas9e O0O'E pesnboy zs'9z Ss 8S os°st 92% “408 6411 “Z2°'ll ZIIt 68°6 00 
“9IGT 4900 62/‘Eo$ paseessep [dy 103 yon so’se Zt 99°24 S82 cc Ze 622 66% 0°9 00 ‘***pyd apuein Ory @ Joaueq 
“83809 [BpJ9}euI pue JOgE, peseesouy Aq pr}eAyy WlO'9 $F ze"se 2S°9 Lib 69°61 HOLL HOLE ZLivd B's $ cet ttes*pyd 38— "NOG OpEs0j0D 
pen nee Sonat ores OT6E SI6L HI6t E16 ZIG ILI6I O16 ued rs | 
‘qns Ajseoh 30 spisimbur [je s9Msue “pes om, bas seek ‘ “ a1eYS Jeg peusey ssejjog ’ woe quoustg speoiiey 
«¢ OBL WIUIS9AUT,, 3[NSUOD pUe A[[NJo1Bd Saj0U “dst, ISB] PIFIA 
Ie pees pimoys SYASVHOUNd ONIGNALNI s8uluseq pucpraid 
"SBUIUIED DIQUIeAY ySa}e[ YIM PsredMIOD MO] SI 9dIId S$} SsNedsq 91GB} SITY} UI [Jam dn puLjs SoujoWOSs EW 
4203s 100d YW ‘UNOUIe se [jem SE 4IMOIZ pUe AjTIqe}S 0} MITA B Y}IMm ‘poUluexs Aljnjoies 9q p[noys Woalds se SiBeA DAISSE0ONS 103 SBuuIEy “A INO 
21983 i “I wORnsod sit Aq paspn{ oq yOUUED yD0}s B JO SN[eA, ey] “F[QeN[eA BIOMI %I0IS 94} JOpUss 910J919q} PUL sIeP[OY4xI0;s 9q3 ZO AyInba 94} ssed19UI 
Mado 243 JO SyUSWIACIdUT Ul pojseAU! SZUIUIeS DUIS ‘SoUBUS}UIEMT 50 So9sUedKs AsEUIPIO W013 B[QeYSINZUYSIP 19A910q4m “U2AIS SBuluses UI pepnyjou! 
938 630U901I9}39q PUL SUOHIPpy “Weald yoojs uo yus. 9d 94} 03 JeNbs sv9A 94} 410 TIDIAAC & Se}eoIpul MOleq semnBy ss039q (—) USIs snulw 24]—G LON 


SSUIUIBT dAI}BIvdUIOD) BUIMOYUS 10}B.IPUul UlIesAIeEg 


*eee*epsd ouITy sty pstoqeeg 
ps0s8H FH “N ‘440% en 
"*Us9IS9 AA BP “YOR ‘ssBavjody 
++eeee**sUOSDNET @ BeaRed 
teeeccccen oy Arteta qarqe] 
woo [neq IS ¥ IA “OBeWD 
sree" **MmOd O1UQ BF 20mHleg 
scceeeur WT oyleg GisqiJON 
seeeeesee Dad UsIMON 3Bass) 
seeeeres SUIT Ys80D sHUERYy 
*UIOD UI9}S9A, BON OBedyD 
tteeeeseomy ST Brupaldsuueg 
seeeeeeewr “HT [ezIUaD sIOUTTT 
srreeree mos WY Buipesy 
teeeeees mos Oye uvipeus) 
vere" m0s YY wosqay 
seers moo SyIeg worm 
sreeeeee* SUIDBT UIIqINOS 
*pyd "38944 38215) O8e21qD 
****m09 "Og A}ID sesury 
*****pd "MS SNOT 3S 
**** "M09 UJ9ISIAA BOJION 


‘woo "S "§ BF Neg Ig “UBL 
Toe STAUSEN WD S[ASInE-] 
+ooomeo ‘SE @ WE “BRE 
sescoeseoonmame OK MOM 
soseeeemes “1 98% ‘DD “a 
reeeeeseeeeess OO ® BORD 
tite queg UISUOISI AA 
“ef eeeeerese tae I De ic § 
. **e* *pjd “AY ussqjNnOg 


BHA grnws 


ee 


tuUCCECOSS DN NAISS 


TMH ONT ET MMMO © MMOS 
mo 


* 


oo 
w» 
zTocooTrOoOMmMUMnNNR KR OCOoCOSMAWVOT OMB KA KRHNMYM w AMOS 



















































Railroad and Industrial Digest 





Industrial Notes on Public Utiliti 
pein aie a Digest, Notes on + cape ies, Oil Notes and Mining 
are not to be considered official unless so stated. Neither 


compuaies mentioned. The items 
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nor the authorities for the various items guarantee them, but they are selected with the utmost 


and only from sources which we have 


every reason to believe are accurate and trustworthy. 


Market commitments should not be made without further corroboration.—Editor. 





RAILROADS 





Alabama, Florida & Southern.—W. S. Wil- 
son, of Malone, Fla., has purchased a rail- 
road running from Cowarts, Ala., to Cotton- 
wood, Ala., and is building a line 9% miles 
y to connect it with the Alabama, Florida 
& Southern R. R., of which he is president, 
and to which he intends to sell the new 
line when completed. 


Alabama Great Southern—The N. Y. 
Stock Exchange admitted to the list $1,812,- 
000 additional of this company’s first con- 
solidated 5% bonds, series A, making the 
total $4,312,000. Company filed with the N. 
Y. Stock Exchange an approximate income 
statement for the six months ended Dec. 31, 
1916, it being subject to adjustment as of 
June 30, 1917.. Income statement for the six 
months ended Dec. 31, 1916, shows total 
operating revenues for the period amountin 
to $3,057,060 and net operating revenue o 
$1,195,667 after deduction of operating ex- 
penses. Taxes and uncollectible revenue 
were $122,692; and total operating income 
$1,072,976. Non-operating income amounted 
to $311,193, making gross income $1,384,170. 
Interest and other charges were $329,296, 
leaving balance of income over charges 
amounting to $1,054,873. 


Agwi Lines.—April net profits will not 
reach the record figures of $1,133,476 estab- 
lished in March. The final figures will show 
about $800,000. Declared an extra dividend 
of 1% in aid of the Red Cross. 


B. & O.—Kuhn, Loeb & Co. and Speyer 
& Co. are offering B. & O. 5% secured gold 
notes of an issue limited to $7,500,000, ma- 
turing in one year and $7,500,000 maturing 
in two years. 


B. & A.—Petitioned the Mass. P. S. Comm. 
for authority to issue 25-year 5% bonds 
amounting to $1,000,000 to pay the cost of 
improvements and additions. 


Boston & Maine.—Federal Judge Norton 
authorized Receiver Hustis, of this company, 
to spend $1,283,466 for improvements and 
betterments and to revise coal contracts in 
accordance with the increased cost of coal 
transportation. 


Chesapeake & Ohio Ry.—Purchased from 
the Four States Coal Co. 12,000 acres of 
land. The purchase includes the Doroth 
and Sarieta mines near Beckley, Ralei 
County, W. Va. 


‘operating revenue, $80, 
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Chicago, Milwaukee & St. Paul.—Appli- 
cation has been made to the N. Y. Stock 
Exchange to list $25,000,000 additional of 
this company’s general and refunding 414% 
bonds, Series A, due Jan. 1, 2014. 


_ Chicago, Rock Island & Pacific.—Earn- 
ings, year ended Dec. 31, 1916, show: Gross 
129; net after 
taxes, $21,992,342; surplus after charges, $8,- 
078,189. The 1916 surplus after charges of 
$8,078,189 is equivalent to $10.84 a share 
earned on_ $74,482,522 capital stock out- 
standing. Discharge of Jacob M. Dickinson 
oe ceatene of the road took effect June 24, 


Chicago, St. Paul, Minneapolis & Omaha. 
—A dividend of 34%% was declared on the 
preferred stock and 2%4% on the common, 
payable Aug. 20 to stock of record Aug. 1 


Cincinnati, Indianapolis & Western.— 
Earnings, year ended Dec. 31, 1916, amount 
to: Gross operating revenue, $2,372,130; net 
after taxes, $540,335; surplus after charges, 
$242,999. The 1916 surplus after charges is 
equivalent to $4.54 a share earned on $3,500 
shares of preferred stock. Balance sheet, 
as of Dec. 31, 1916, shows a profit and loss 
surplus of $15,263,873. 


Colorado & Southern.—Earnings, year 
ended Dec. 31, 1916, show: Gross operating 
revenue, $16,469,279; operating income, $5,- 
625,619; net income, $3,011,227; surplus, $1,- 
993,575. General balance sheet, as of Dec. 
31, 1916, shows a profit and loss surplus of 
eo compared with $11,621,134 June 


Delaware & Hudson.—Supreme Court 
Justice Tierney denied the application of 
Samuel Halperin, stockholder of this com- 
pany, for an injunction restraining the road 
from paying a dividend of 24% June 20 on 
the ground that the company had not earned 
sufficient to warrant the payment without 
impairment of its capital. illiam H. Will- 
iams, vice-president in charge of finances, 
and William H. Davies, controller of the 
road, said that the dividend was warranted 
because the road’s current assets were $35, 
548,022, and its current liabilities only $10, 
722,808. They said that the dividend of 9% 
for the year is based on net earnings for 
1916 of $4,158,372, or at the rate of 9.78%. 
Operating income for April was only $394,- 
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752, a falling off of $227,300, while from Jan. 
1 ———— income was only $1,324,621, a 
decrease of $1,132,473. 


Denver & Rio Grande.—The committee 
headed by Seward Prosser urged holders of 
Denver Rio Grande first and refunding 
mortgage 5% gold bonds to deposit bonds 
with Bankers’ Trust Co., of New York, or 
First Trust & Savings Bank, Chicago, to 
protect their interests. The committee ex- 
plains that judgment of $38,000,000 entered 
against the company makes the situation 
serious. 


Louisville & Nashville—Announced in- 
crease in wages for clerks and office men 
generally, averaging about $12 per month 
and covering about 700 men. In May the 
wages of shopmen were incrased. The pres- 
ent increase covers all of the employes of 
the company not covered by the Adamson 
law and will result in an increase in the 
annual payroll of $720,000. 


Mahoning Coal R. R.—Declared the regu- 
lar semi-annual dividend of $5 a share and 
an extra of $15 a share on the common 
stock; also the regular semi-annual dividend 
of 24% on the preferred. The regular com- 
mon dividend is payable Aug. 1 to stock of 
record July 16; extra, July 2 to stock of 
record June 22; preferred, July 2 to stock 
of record June 22. 


Minneapolis, St. Paul & Sault Ste. Marie. 
—The new $1,000,000 ore dock built for this 
company at Ashland will be in commission 
July 15. The dock is 972 ft. long, 60 ft. wide, 
has storage capacity of 52,500 tons and 157 
car pockets, each with 350 tons capacity. It 
is of concrete steel construction. 


N. Y. Central.—Has petitioned the N. Y. 
Second Dist. P. S. Comm. for permission 
to guarantee $1,000,000 25-year 5% bonds, 
dated June 1, 1917, of the Boston & Albany 
R. R. Co., lessor. 


N. Y., N. H. & Hartford—Some modifi- 
cations have been made in the original plan 
of passenger train curtailment of this rail- 
road, but the total number of trains to be 
taken off remains at about 200. The sched- 
ules are practically complete. This curtail- 
ment represents only about 8% of the usual 
summer service. It will effect a saving of 
probably 110,000 short tons of coal a year, 
which will mean an important economy to 
the New Haven. The curtailment is not as 
great as on the Boston & Maine, which will 
take off 265 trains. 


Norfolk & Western.—Following a visit to 
Hagerstown, Md., of prominent officials of 
the company, it was stated that plans were 
on foot for the establishment in Hagerstown 
of a large freight terminal to accommodate 


all railroads entering the city—the Baltimore 
& Ohio, Western Maryland, Cumberland 
Valley and Norfolk & Western. 


Pennsylvania—April gain in gross earn- 
ings was $1,921,148, or about 11%, a better 
gain than that of the N. Y. Central, which 
was under 5%. Pennsylvania’s expenses in- 
creased $2,626,000, or nearly 20%, whereas 
the raito of the Central’s expense increase 
was 17%. Pennsylvania’s tax accruals for 
the month were actually a shade less than 
the previous year. But other income de- 
creased $146,339, while deductions from in- 
come ahead of dividends were less by $118,- 
945. So the surplus for the month was but 
$715,000 less than the previous year. While 
such a rate of loss would amount to $8,500,- 
000 in a year, it would be equivalent to only 
1.7% on the company’s $500,000,000 stock. 


Pere Marquette.—The N. Y. Stock Ex- 
change admitted to the list $21,976,000 first 
mortgage 5% bonds, series B; $11,200,000 
of its permanent engraved interchangeable 
voting trust certificates for 5% cumulative 
prior preference stock and like certificates 
for $12,429,000 5% preferred stock cumula- 
tive after Jan. 1, 1919, and for $45,046,000 
common stock in exchange for outstanding 
temporary voting trust certificates. Carry- 
ing out the reorganization policy of provid- 
ing new equipment to handle the company’s 
growing traffic, Frank H. Alfred, president 
of the Pere Marquette, has placed orders 
for locomotives and cars costing in the ag- 
gregate $3,062,336. Included in the order 
are locomotives and automobile and postal 
cars. One thousand automobile cars, built 
nd for that industry, will cost nearly 


Pittsburgh & West Virginia—<Activity in 
the stocks of this company was predicted on 
pending negotiations with another railroad 
which seeks the use of this little property 
in the heart of the Pittsburgh industrial dis- 
trict. Many roads have been mentioned in 
the past as desiring the Pittsburgh & West 
Virginia. Rumors connect the Lehigh Val- 
ley Railroad with this road. Officials of the 
Pittsburgh & West Virginia and the Lehigh 
would not discuss these reports. It is not 
clear how the Lehigh would profit by owner- 
ship or control of the railroad property, 
since the Lehigh does not touch Pittsburgh” 
It is suggested, however, that the Lehigh 
might find it desirable to own the valuable 
soft coal lands of the smaller road. 


Tampa, Atlanta & Gulf.—Will begin in the 
summer of 1917 construction of its proposed 
line from either Sand Key or Long Key via 
Tarpon Springs, Tampa, Gary, Punta Gorda, 
Lake Okeechobee and Fort Lauderdale, 225 
miles, to the eastern coast of Florida, the 
route including also Labelle, Citrus Centre 
and Moore Haven. 























American Brake Shoe & Foundry.—An- 
nounced the declaration of an extra dividend 
of 7% on the preferred stock, 1% payable in 
cash, 5% in Liberty Loan bonds and 1% for 
the purpose of enabling the company on 
behalf of stockholders to make this contri- 
bution to the Red Cross. 


American Can.— Received an order for 
1,000,000 shells for the. United States Gov- 
ernment, involving approximately $10,510,- 
000. 


American Car & Foundry.—The policy of 
the directors will be to continue the 8% 
being distributed on the $30,000,000 common 
stock for at least the balance of 1917. If 
earnings warrant the 8% may be maintained 
right through the fiscal year which began 
May 1, 1916. The Co. is paying on its com- 
mon at the rate of $4 regular and $4 extra. 
The policy of continuing the dividend in 
this form will permit the company to dis- 
continue the extra and distribute the regular 
$4 dividend if earnings in the future drop 
down seriously. 


American Locomotive.—400 narrow gauge 
locomotives have been ordered from the 
Richmond branch of the Amer. Loco. Co. 
The contract calls for the starting of work 
on the order July 1. Has taken orders for 
six mountain type 86-ton engines for the 
Rhodesian Ry., three Mikado 67-ton and five 
Pacific 59-ton for the Soroco Daenma R. R. 
of Brazil, and 17-ton switcher for the Trini- 
dad Shipping & Trading Co. 


American Malting.—Directors, it was un- 
derstood, will vote on placing the preferred 
stock on a 6% basis, instead of 4%. 


American Smelting & Refining.—Declared 
a 1% Red Cross dividend, payable July 28 
to stock of record July 2. The N. Y. Stock 
Exchange admitted to the list this com- 
pany’s temporary first mortgage 30-year 5% 
bonds, Series A, due April 1, 1947. 


American Steel Foundries.—An increase 
in the dividend rate before the end of 1917 
is regarded as almost certain in unusually 
well informed circles. It is thought that the 
directors, at the meeting in September, will 
put the stock on a 7% annual basis. The 
rate now being paid is 5% annually. 


Baldwin Locomotive.—Received an order 
for three locomotives of the 0-4-0 type for 
the Alan Wood Iron & Steel Co. Baldwin 
has enough work to keep the plant running 
at capacity until July, 1918. Although it is 
impossible to predict just what number of 


locomotives will be turned out this year 
officers of the company expect that last 
year’s total of 1989 will be considerably ex- 
ceeded. All plants of the company are work- 
ing as near capacity as is possible with the 
present labor conditions and the uncertainty 
in the supply and delivery of material. 


Industrial Digest 
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Y. Stock Exch. ad- 
mitted to the list $2,723,900 additional of 
this company’s common and $2,850,300 of its 
7% cumulative preferred stock, making the 


Barrett Co.—The N. 


total $17,723,900 common and $7,850,300 pre- 
ferred stock. Consolidated income account, 
three months ended March 31, 1917, of this 
company and subsidiaries, as filed with the 
Exchange, shows: Gross income from al! 
sources, $1,575,902; net income from all 
sources, $590,338; net final profit, $544,760; 
balance to surplus, $219,802. Balance sheet, 
as of April 1, 1917, as reported to the N. Y. 
Stock Exch., shows a profit and loss surplus 
- — compared with $4,444,407 April 


Bethlehem Steel—The U. S. Government 
placed an order with this company for 1,000,- 
000 complete shells for a total of $10,550,000 


Central Foundry.—Announced the declara- 
tion of an initial dividend of 144% on the 
ordinary pos stock for the first quar- 
ter of 1917, payable July 16 to stock of rec- 
ord June 30. Net earnings for the first quar- 
ter of 1917, including the Central Iron & 
Coal Co., are officially stated to have been 
$345,133. These earnings are at the annuat 
rate of $1,380,532, compared with $874,477 
for the entire 1916 year. 


Central Leather.—Announced the declara- 
tion of the regular quarterly dividend of 
$1.25 a share on the common, and an extra 
of $2 a share, both payable Aug. 1 to stock 
of record July 10. 


Continental Can.—Purchased 20 acres in 
the clearing district at a stated consideration 
of $100,000. Work will begin immediately 
on the first unit of a four-story standard mill 
and reinforced concrete factory building 
containing approximately 1,000,000 square 
feet of floor space. The plant when com- 
plete will be one of the largest modern can 
factories in the world. 


Crucible Steel—Declared a dividend of 
2% to apply against the 4% accrued divi- 
dends on the preferred stock, payable July 
31 to stock of record July 16. 


Emerson Phonograph—New laboratory 
in New York City practically completed 
and by July 10 will be in full operation. 
Increased facilities will enable company to 
turn out matrices sufficient to greatly in- 
crease its production of records. The new 
pressing plant, which is being erected by 
the company having a contract with the 
Emerson Co. covering the pressing of 
200,000 25c. records per day, is well under 
way and on schedule time. 


Gulf States Steel—Announced the declara 
tion of a Red Cross dividend of 1% on its 
common stock, payable July 2 to stock of 
record June 25. Net operating income for 
May broke all records, being $402,536. For 
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the five months they were $1,665,709, com- 
pared with $823,940 in the corresponding 
period of 1916. The by-product coke ovens 
had been completed and were in full opera- 
tion during the month of May. 


Gaston, Williams & Wigmore.— An- 
nounced the declaration of a special Red 
Cross dividend of 25 cents a share, payable 
July 15 to stock of record July 1. 


International Agricultural—The “Boston 
News Bureau” said this company’s final 
showing for the year should at least equal 
the 10% earned on the $13,055,000 preferred 
in the 1916 year and it may easily run as 
high as 12%. International Agricultural was 
deprived of not less than $3,000,000 net prof- 
its, or almost 25% on its preferred stock 
that it had every right to count upon because 
of the falling down of the old management 
of Tennessee Copper in producing sulphuric 
acid. 

International Mercantile Marine — 
Declared a semi-annual dividend of 3% on 
the preferred stock, the second to be or- 
dered since reorganization. It is payable 
Aug. 1 to stock of record July 16. No action 
was taken in regard to accumulated divi- 
dends, which amount to more than 80%. 


International Nickel—Declared a special 
Red Cross dividend of 1% on the common, 
payable July 20 to stock of record July 6. 


National Conduit & Cable.— The profit 
and loss statement for the period from April 
1, 1917, to May 16, 1917, as filed with the 
N. Y. Stock Exchange, shows: Gross sales, 
$5,221,138; gross profit, $870,364; profits from 
operations, $642,341; total toe all com- 
panies, after charges, $570,649. 


Owens Bottle-Machine.—Has made appli- 
cation to have listed $1,500,000 additional 
common stock on the N. Y. Stock Exchange. 


Pierce-Arrow Motor Car.—Announcement 
was made by the N. Y. Stock Sachenge ot 
application had been made to list $10,000,000 
of this company’s 8% cumulative preferred 
stock and 250,000 shares of common without 
nominal or par value. 


Studebaker. — There is no question that 
Studebaker in 1917 will earn its 10% divi- 
dend. In the year to Dec. 31 last the bal- 
ance for the common after all deductions 
was equal to 26.14%. It ought to be at least 
25% in 1917 and may run as high as 30%. 
Studebaker is borrowing between $9,000, 
and $10,000,000 and there is some chance that 
directors will decide that rather than borrow 
more money dividends would best be tem- 
porarily reduced or suspended. 


United Fruit—Net earnings for May to- 
taled $1,560,000, as compared with about 
$2,000,000 in April. For the eight months 


ended with May the net earnings amounted 





company for 750,000 shell bodies for $3,450,- 
000. 


to $10,103,000. Allowing about $1,000,000 for 
fixed charges for the full year, the surplus 
for the eight months equals 18.5%. 


United Shoe Machinery.—Declared an ex- 
tra dividend of 10% in stock and 4% in Lib- 
erty Loan bonds, in addition to the regular 
quarterly dividend of 50 cents per share on 
the common stock. The regular quarterly 
dividend of 37% cents a share was declared 
on the preferred stock. 


U. S. Realty & Improvement.—Consoli- 
dated income account, year ended April 30, 
1917, shows: Gross income, $2,432,343; net 
income, $1,089,892; surplus after charges, 
$493,392. In the company’s report attention 
is drawn to the fact that an estimated loss 
of $2,954,000 on the Subway contracts has 
been charged to surplus. Balance sheet, as 
of April 50, 1917, shows a profit and loss 
deficit of $9,214,886, compared with a surplus 
of $1,217,626 April 30, 1916. The surplus of 
$493,392 for the year ended April 30, 1917, 
is equivalent to $3.05 a share earned on 
161,628 shares of capital stock, compared 
with $3.72 a share earned the previous year. 


U. S. Rubber —Quoting from the “Boston 
News Bureau”: “Has just completed a trans- 
action of considerable importance in solidi- 
fying its financial structure. This is the 
acquisition of the minority stock of the Rub- 
ber Goods Manufacturing Co. This move 
will enable U. S. Rubber to take title to 
the physical property and all assets of rub- 
ber goods, and will consolidate into the par- 
ent company the entire tire and mechanical 
tee portions of its business. The N. Y. 

tock Exchange received application to list 
$60,000,000 of this company’s first and re- 
funding mortgage 5% bonds, Series A, due 
Jan. 1, 1947 (in exchange for outstanding 
Central Trust Co. of New York certificates 
for said bonds now on the list). 


Willys-Overland.—Has taken an order for 
4,500 Curtiss aeroplane motors, but the $600,- 
000,000 aviation plan of the National Defense 
Council will call for nearer 45,000, perhaps 
50,000, motors a year. At present the Wil- 
lys-Overland forces are busy making tools 
in preparation for the production within 60 
or 90 days at the latest of the Curtiss train- 
ing motors. This work is to be carried on 
at both the Elmira and Toledo plants. At 
the Toronto plant 200 horsepower Sunbeam 
motors will be turned out. 


Wilson & Co.—Net earnings for the four 
months ended a 30 were slightly in ex- 
cess of $3,000, after preferred dividends 
and interest charges. This is at the rate of 
$9,000,000 a year, or $45 a share for the $20,- 

,000 common stock. 


Worthington Pump & Machinery. — The 
U. S. Government placed an order with this 
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Southern Railway 


R. W. S:, Louisville, Ky—Southern Railway 
preferred is an issue which is more likely to 
come into its own after peace has been restored. 
Cessation of war will mean a resumption in 
traffic for many of the commodities and manu- 
factures which prior to the war found an ex- 
port outlet; particularly cotton and phosphate 
rock. The bulk of the South’s cotton plants 
are located along the lines of the Southern 
Railway system and it needs but little reflection 
to see to what extent traffic on this system 
will be revived when export of cotton and 
phosphate is re-established. 

Earnings of the Southern Railway system 
are running currently at a rate equal to about 
20% of the referred stock and 744% on the 
common stock, these rates comparing with 
15.56% and 5.28% respectively in 1916. If you 
are a holder of these stocks you would do well 
to keep them, although you should bear in 
mind the possibilities of both issues working 
to somewhat lower levels under possibly ad- 
verse future developments during the remain- 
ing period of the war. At present prices, 
however, Southern Railway preferred stock 
seems to have discounted pretty effectively 
everything of an adverse nature in the general 
railroad situation, but marketwise, condi- 
tions are against a purchase of the stock at 
this time. 





Chicago, Rock Island & Pacific 


P. F. R., N. Y. City—Chicago, Rock Island & 
Pacific 7% preferred stock has good prospects 
for receiving an early dividend if the current 
rate of earnings can be maintained. For the ten 
months of the current 1917 year ending June 
30, earnings on the 7% preferred were at the 
rate of 45.05% compared with 16.96% in 1916. 
This calculation, of course, is based on the new 
capitalization of the company. Like all other 
railroads in the country, Rock Island has had 
to contend with sharply increased costs for 
labor and supplies which are still on the up 
trend. Small, relief was afforded the Rock 
Island by the rate increases. However, we 
recommend that you hold the stock rather 
than sell at a heavy loss now. The ultimate 
outlook for the road is promising. 


Wheeling & Lake Erie 


A. E. C—Wheeling & Lake Erie is a risky 
speculation and we do not recommend the pur- 

ase of the stock. Intrinsically it is doubt- 
ful if Wheeling & Lake Erie common has more 
than a nominal value. - 








U. §S. Rubber—Va.-Caro. Chemical 


E. G. M., Corry, Pa.—It is not possible for us 
to advise you intelligently as to whether or not 
you should hold certain of your investments 
since. we do not know the prices you paid for 
them. At all events and in a general way will 
say that we cannot recommend U. S. Rubber Ist 
preferred and American Woolen, preferred, as 


proper investments to hold permanently. The 
dividends gn these stocks are now protected by 
wide margins, but in the past the margin has 
been very slim at times, in fact both companies 
have been on the verge of passing or reducing 
the dividends on their preferred stocks. With 
a return to normal times for the rubber and 
woolen industries or with the coming of a 
period of depression after the war, these stocks 
may stand in an unfavorable light. We there- 
fore strongly recommend that you do not buy 
any more of them and if you do not have to 
sell what you own at any considerable loss, 
you would do well to sell and invest your 
funds in something that is safer both as to 
the present and future. 

Virginia-Carolina Chemical, preferred is 
such a stock. It pays 8% in dividends and 
sells around 110. The possibilities of apprecia- 
tion in market value are excellent. The stock 
has a splendid dividend record. 





Wilson & Company 
M. C. F., N. H—Wilson & Company is an 


excellent long pull semi speculation. The com- 
pany’s domestic business is running at capacity 
and no time is being lost in establishing the 
export beef business from South America to 
Europe. This business of course will not be on 
any kind of a paying basis, while the war lasts, 
but it is expected to yield large revenues once 
peace has been restored. At its present price, 
Wilson & Company common just about reflects 
the full measure of the company’s domestic 
business and profits thereon. The stock in the 
past has shown itself rather independent of 
general stock market influences and it has al- 
ways been a stock which has largely reflected 
the earning terms of the company based upon 
the supply and demand for meats and such 
other products, cured and canned as the com- 
pany deals in. Any purchaser of this stock 
at this time, however, should be prepared to 
hold it for several years in order to obtain 
the benefit of the company’s export business 
which will be developed largely after the war. 
He should also be prepared to hold the stock 
through any periods of temporary price de- 
pressions, for while the equities back of the 
issue are substantial they are not large enough 
to counteract the influence of fluctuations in 
earnings. 


Republic Iron & Steel 


R. M. S.—The market has entered upon a 
period of reaction and it is advisable for hold- 
ers of. speculative stocks, especially those who 
have profits to get out of them. We cannot 
forecast how far the reaction may extend; but 
it is very evident that stocks have been heavily 
distributed at-slightly above current levels and 
the market is therefore in an unfavorable tech- 
nical position. Furthermore, the outside news 
developments of the past few days have been 
unfavorable in that the incentive for buying 
the steel and copper shares has been ~largely 
removed by the announcements from Wash- 
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ington concerning excess profits, and 
price fixing by the government. 

Republic Iron & Steel is one of those stocks 
which gives indication of going lower, on ac- 
count of the above influences. There is no 
question about this company’s favorable com- 
mercial position, because its earnings are very 
large and the present dividend is sure to be 
covered by a wide margin for some time to 
come. But technical considerations are of 
more importance right now in relation to this 
and other stocks, than anything else and in 
view of this and in view of the uncertainties 
of the future, you would be much better off 
out of the stock. 


Maxwell Motors Co. 


Cc. E. D., Baltimore, Md—Maxwell Motor 
Co. is in fairly good financial position but we 
doubt the ability of the company to maintain 
dividends on its common and second preferred 
stocks withouh seriously impairing its finan- 
cial position. 

The company did expect to increase its out- 
put of cars this year and no doubt will turn out 
a larger number than it did last year. Condi- 
tions in the motor industry now, however, are 
such that the large companies are proceeding 
with extreme caution so far as their original 
output programs were concerned. The im- 
mediate future outlook for the whole automo- 
bile industry is far from satisfactory, owing 
very largely of course to the uncertainties that 
have been injected into the situation on account 
of the war. 


taxes, 








United Fruit 


P. A. B., Brookline, Mass.—United Fruit is in 
a speculative position at this time and with the 
U. S. Government likely to introduce its ton- 
nage requisition program, under which Ameri- 
can lines will be required to contribute tonnage 
to the Government service, this stock is likely to 
sell lower. The Government, of course, will un- 
dertake to pay United Fruit Co. a fair rate for 
the use of any of its vessels it might com- 
mandeer, but the highest rate the Government 
is likely to pay will be much less than the rate 
the company is able to obtain in the open 
freight market to-day. The result of course 
would be a falling off in gross revenues and 
this decline would be reflected all through the 
income statement of the company. There is 
no assurance, as to when the Government 
requistions will be made. They may come next 
week; they may not come until three months 
or six months from now, and up to the present 
time only one United Fruit steamer has been 
commandeered by the’ Government. But the 
probability that this wholesale Government 
requisition is coming sooner or later places 
the company in a speculative position with re- 
gard to earnings and the direct result may 
pref lower market prices for the common 
Stock. 





Some Stocks 
A. W. W., Springfield, Mass—More than 
Alaska Gold we favor United Eastern, selling 


at 43%. In preference to Erie Ist a we 
should recommend National 
Stamping, common. Tennessee Coo & 
Chemical (18%) is somewhat attractive as a 
long pull, but we do not think it is an _— 
tune time to purchase the stock now. ere 
are no issues in a class with American Hide & 
Leather which we care to recommend at this 
time. American Steel Foundries at 73 is a 
better purchase than Union Bag & Paper, com. 
You are so insistent on our making sugges- 
tions or recommendations as to stocks to be 
purchased, that we have deemed it advisable 
to name certain issues as above which are at 
least preferable to buy now if you are deter- 
mined to go into the market on the long side. 
You know what our attitude is on the market 
from the Trend Letter and we will repeat once 
again that we are not favoring the purchase 
of stocks, for either speculation or investment. 





U. &. Steel 


M. D., Shelbyville, Ind.—We can recom- 
mend that you sell out your U. S. Steel 
at the present price -of argund 1.30, for 
you will undoubtedly be offered the oppor- 
tunity of buying this or some other equally 
as desirable a stock, at a genuine bar- 
gain price, if you wait. Such an investor 
as yourself who has been so fortunate as to 
have bought Steel at $56 a share, would 
be unwise to assume the risk involved in buying 
stocks of practically any nature at their pres- 
ent comparatively high quotations. The thing 
for you to do is to wait for the next period 
of depression and in the meantime we suggest 
that you place your money realized on the 
sale of Steel into a short term security, where 
it will be perfectly safe. We can recommend 
such short term notes as Bethlehem Steel 5s 
due 1919, selling around 98%, where the yield, 
if held to maturity, is 6.10% ; United Kingdom 
of Great Britain & Ireland 5%s due 1921, 
selling around 95, where the yield if held to 
maturity is 6.85%; American Foreign Securi- 
ties 5s due 1919, selling around 95, where the 
yield, if held to maturity, is 74% 


White Motors 


K. B., Englewood, N. J.—White Motors is 
in an excellent financial position and the stock 
is one of the few motors which is worth whiie 
holding as a speculation. The White Co. 
should come in for a large share of the Gov- 
ernment’s truck orders. You would be war- 
ranted in holding the stock, therefore, if you 
are willing to assume the speculative risk in- 
volved, but we recommend that you protect 
your commitment with a stop order so that 
your loss will be limited in the event of a de- 
cline in the stock, which may be caused by 
sudden unfavorable developments or by a defi- 
nite downward reaction in the general market. 
General indications point to a downward trend 
of prices which may be the beginning of a 
bear market and for that reason, if for no 
other, it is ocks which bi desirable to protect 
profits of st which have been bought below 
their current quotations. 
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Bond Bargains 


High Grade Issues Selling on Attractive Bases—How the 
War Has Placed Many Gilt-Edged Securities on the 
Bargain Counter—Suggestion for Balanced Invest- 
ment of $10,000 





By L. RAYMOND WALKER 





RD ROTHSCHILD, the fa- 
mous English banker, used to 
tell his clients that there are 
two different kinds of securi- 
ties, those that let you sleep well 
and those that let you eat well. The 
securities which yield a high re- 
turn belong to. the second class. 
They generally enlarge the  inves- 
tor’s income to such an extent that 
he can afford all kinds of luxuries; 
in short, they let him eat well, but 
they often cause him some anxiety 
as to the safety of his capital; in 
short, they don’t let him sleep well. 
The real gilt-edged securities are the 
kind which yield a moderate return 
and offer comparative safety as far as 
the capital invested is concerned; in 
short, the kind that let the investor 
sleep well. 

The world war has brought a great 
change for securities. British 24% 
Consols, French 3% Rentes, German 
3% Consols, the world’s foremost gilt- 
edged securities three years ago, are 
in a different class today. The im 
mense national debts, which these na- 
tions have been piling up during the 
war, have created an enormous sup- 
ply in English, French and German 
government bonds. Now, the law of 
supply and demand teaches us that, 
when the supply of a commodity is ex- 
cessive, its pricé is bound to decrease. 
We have seen during the last three 
years how infallible this law is; the 
price for British, Frénch and German 
national obligations has "been steadily 
declining, and while the credit of these 
nations has been on a 344% to 4% 





basis béfore the war, it is now on a 
5% to 6% basis. When the war will 
be oyer, these countries will have huge 
peste wd of outstanding national ob- 
ligations, and with such a tremendous 
supply an improvement in the price 
can hardly be expected, on the con- 
trary, a further decline is altogether 
possible. Furthermore, heavy taxes 
and the possibility of a partial repudia- 
tion of national debts have to be con- 
sidered, and the national obligations 
of the belligerent countries of Europe 
can, therefore, not be looked upon as 





TABLE I 
Gilt-edged Government, State and municipal 

bonds: 

Price Yield 
U. S. Liberty 344s........... 100 344% 
Japanese 448 ..........000- 87 5% 
EE at Nac ask cenb eecke 93 5% 
New York State 4s.......... 101% 4 
New York City’s 4%s....... 101 4% 








gilt-edged securities by the American 
investor. 

This of course does not apply to the 
national obligation of the United 
States, the financial Gibraltar of the 
world. Our national debt, including 
the Liberty loan, amounts to about 1% 
of our wealth, which compares with a 
corresponding figure of 25% for Eng- 
land and Germany and 40% for France. 
The 3%% U. S. Liberty loan around 
par is to-day the world’s foremost 
government obligation, one of the few 
real gilt-edged government bonds. 
Other gilt-edged government bonds 
quoted on the New York Stock Ex 
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change are Japanese 4%4’s and Cuban 
5’s. Both these countries are formally 
belligerents, but they grew rich by fur- 
nishing Europe with war supplies. 
Japan’s industries and Cuba’s sugar 
Cian enabled these countries to 
repurchase their external national ob- 
ligations in New York, London and 











TABLE II 
Selected American Railroad Bonds: 


Div. on 
Common 

Price Yield Stock 

Atchison General 4s.... 4%4% 6% 
Balt. & Ohio Gold 4s.. 


90 

85 5 
“Chi. & N. W. Gen. 4s... 88 4% 7 
Great North. Ref. 4%4s.. 94 4% 7 
Louis. & Nash. un. 4s. 92 45% 7 
Norf. & West. Cons. 4s. 90 4% 7 
North. Pacific 4s....... 88 4% 1 
Penn. Gen. 4%48....... 95 4% 6 
Reading Gen. 4s...... 91 4% 8 
Union Pacific First 4s.. 92 4% 8 








Berlin. The floating supply of these 
government bonds after the war will 
be very small, and a further price ad- 
vance in these bonds may be looked 
for. As far as state and municipal 
bonds are concerned, New York State 
bonds and New York City bonds, the 
obligations of the Empire state and the 
empire city, are the representative 
type of gilt-edged American state and 
municipal securities. 

The investor that wants to buy a 
gilt-edged bond of one of our big cor- 
porations, will certainly turn first to 
the American railroads. State-owned 
railroads of European and other coun- 
tries are undoubtedly the most valu- 
able collateral for the national obliga- 
tions of these countries. The railroads 
of the United States are all privately 
owned, and the bond issues of the 
prominent and dividend paying rail- 
roads of the United States are by far 
the best gilt-edged securities for any 
investor on any part of the globe. 

The above list contains the choicest 
American Railroad bonds, yielding 
around 4%4%. Most of them are first 
mortgage bonds, followed by a num- 
ber of junior bond and debenture 
issues. Where there is preferred stock 
issued, the preferred stocks, may be re- 





garded as sound and safe investments, 
and the common stocks pay with one 
exception 6% dividend and over. Of 
course, even such gilt-edged securities 
as contained in the above mentioned 
list are open to market fluctuations. 
High money rates will influence their 
price unfavorably, while cheap money 
will send their price up. But their 
position is so strong that even very 
poor business, lower earnings or a re- 
fusal to grant the much needed in- 
crease in freight rates would not in 
any way endanger them. Both capi- 
tal and interest are secured to such an 
extent that these bonds may be con- 
sidered as the safest investment in the 
world. Take for example Northern 
Pacific 4’s, a prior lien, which requires 
4¥% million dollars for the yearly in- 
terest. The earnings available for 
this interest payment in 1916, amount- 
ed to 39 million dollars, and covered 
the necessary funds more than eight 
times. 

As far as the great American indus- 
trial corporations are concerned, there 
are, of course, plenty which have well 
secured bond issues outstanding, but 
few of them deserve to be put in the 
class of gilt-edged securities. 

The bonds of the U. S. Steel Cor- 
poration are backed by a capital stock 
of 870 million dollars, on which divi- 
dends of 70 million dollars were paid 








TABLE [fil 
High Grade American Industrial Bonds: 


Dividend on 
Price Yield the Com. Stock 


Beth. Steel Ref. 5s 99 5% 10% 

Central Leather 5s 99 5 5 and extra 
General Elec. 5s. .102 4% 8 

U. S. Steel 5s....104 4% 5 and extra 








last year. There is no safer invest- 
ment in the world than U. S. Steel 5’s, 
and the yield of 434% is extremely at- 
tractive, considering the quality of the 
bond. Bethlehem Steel 5’s ref. are 
backed by a capital stock of 75 million 
dollars, on which they earned last year 
a surplus available for dividends of 50 
million dollars. These figures speak 
for themselves; the huge earnings of 
the company during the last two years 
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and the excellent prospects, especially 
for their shipbuilding plants, place 
Bethlehem Steel 5’s into the class of 
the gilt-edged bonds. Central leather’s 
5% bond issue of 32 million dollars is 
backed by a capital stock of over 70 
million dollars ; the smaller half of the 
capital stock consists of 7% preferred 
stock; which has paid the regular divi- 
dend ever since the company was in- 








TABLE IV 


Sound American Public Utilities Bonds: 
Dividend on 
Price Yield the Com. Stock 


5%% 8% 
5 : and extra 


Am. T’l. & T’l. 58 98 
Laclede Gas 5s.. 99 
Mont. Power 5s.. 96 5% 
W. U. Tel. 4%s.. 92 4% 6 








corporated in 1905. The company 
earned its interest requirements on the 
bond issue nearly ten times. General 
Electric’s bonded indebtedness of 12 
million dollars is backed by a capital of 
over 100 million dollars, on which a 
dividend of 8% was paid during the last 
fifteen years; the company earned 
about 19 million dollars net last year, 
of which little more than half a 
million dollars was needed to pay the 
interest on the bonds. 

Another group of bonds are the 
issues of the prominent American Pub- 
lic Utilities Corporations : 

The American Telephone & Tele- 
graph Company has a capital stock of 

million dollars, on which a dividend 
of 8% has been paid during the last 
ten years. This huge amount of capi- 
tal stock guarantees the absolute 
safety of less than 200 million dollars 
bonds. The company earned its inter- 
est requirements in 1916 about seven 
times. 

The bond issues of the Western Un- 
ion Telegraph Co., of about 30 million 
dollars are backed by 100 million dol- 


lars capital stock, and the company 
earned its interest requirements last 
year ten times over. Laclede Gas Light 
Company is one of the oldest, Mon- 
tana Power one of the youngest Pub 
lic Utilities Corporations. © Both com- 
panies are dividend payers, and their 
present earning capacity as well as 
their financial standing is strong enough 
to put the bonds into the class of gilt- 
edged securities. 

All the above mentioned gilt-edged 
bonds are dealt in on the New York 
Stock Exchange, the world’s most im- 
portant market for securities. While 
there are of course numerous sound 
bond issues, which are not listed on 
any exchange, the fact that a bond is 
listed: on the New York Stock Ex- 
change is of vital importance. Bonds, 
which are not listed, are hard to sell, 
and in case the owner has to sell, he 
will generally have to part with his 
bonds at a heavy sacrifice. Unlisted 
bonds can, therefore, hardly be called 
gilt-edged bonds in the strict sense of 
the word. . 

It is an impossibility to forsee 
what conditions will prevail in the in- 











TABLE V 
Balanced Investment for $10,000 


Bonds 

$1,000 U. S. Liberty 3%s 

$1,000 Japanese 4%s 

$1,000 New York City 4%s 
$1,000 American Tel. & Tel. 5s 
$2,000 U. S. Steel 5s 

$2,000 Northern Pacific 4s 
$2,000 Pennsylvania General 4%s 








ternational markets for _ securities 
after the war. The aforementioned 
bonds, however, should prove safe in- 
vestments, on which the investor can 
average about 434% interest. Table 
V above gives the “ideal invest- 
ment” for a capital of $10,000; on 
which the average yield is 44%, 


























The Liberty Loan and the Partial 
Payment Plan 


How the Small Investor Emptied His Pockets for Uncle Sam 
—Where the Money Came From—Growth of the 
Partial Payment Idea 





By GARDINER S. DRESSER 





HEN over $3,000,000,000 was 
subscribed for the $2,000,000,- 
000 offering of Liberty Bonds, 
where was this money found? 
‘Had it been hoarded before? Had it 
been idle? Had it been invested and 
had the investments been liquidated in 
order to raise funds for the Government ? 
All of these things were true, but to 
a very limited extent. They do not ex- 
plain the huge total, do not explain the 
subscription list of over 4,000,000 per- 
sons—the creation of the largest body of 
investors in the history of the country. 
The explanation lies in the extensive 
adoption of the partial payment plan. 
The greater part of the 4,000,000 sub- 
scribers invested their future savings. 
Investment was new to many. The 
partial payment plan was newer. But 
Americans learn quickly in a crisis, and 
in this emergency they learned quickly 
enough to make the loan an amazing 
popular success. 


Origin of the Partial Payment Plan 


The partial payment plan really was 
not new in June, 1917. 

Seven years before, a well known in- 
vestment house adapted to securities and 
in accordance with practices of the stock 
exchanges the method which had become 
familiar to buyers of real estate, furni- 
ture, piano-players, etc. 

That bonds and dividend paying 
stocks could be bought on installments 
was an idea which proved popular at 
once. From hundreds, investors using 
this method grew into thousands. Other 
houses soon followed suit—some, it 
should be said, urged to do so by the 
first house, which argued that, as the 
partial payment plan made it possible 
for every earner in the country to invest, 
the field was unlimited, and that the 
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more cultivation there was, the better 
the results would be for all concerned. 

What seemed to attract the public 
most were the facilities offered by the 
partial payment plan to those who had 
no capital, no saved up funds, but who 
could save from their current earnings. 
Also, the terms whereby they were able 
to make an income from their invest- 
ments while they were paying for them. 

“Invest while you save.” People be- 
gan to save. As they saved, they paid 
off the debt on their investments. As 
they paid off the debt, the investments 
paid them an income. By the partial 
payment method, saving became interest- 
ing. With many, the partial payment 
plan was kept in continuous operation. 
When the first transaction was com- 
pleted, they began another. 

As a result of an extensive campaign 
of financial education, it is safe to say 
that, in the seven years between 1910 
and 1917, more people had become in- 
vestors who had never invested before 
than in any previous period of similar 


length. 
The War’s Financial Problem 


Then came the war—our entrance into 
the war—and the necessity of raising 
money in amounts incomprehensible to 
most of us. Where to get the money 
was the problem. Our people were rich, 
our resources, even aside from natural 
resources, were the greatest of any 
country in the world. But were these 
evidences of wealth—our far reaching 
railway systems, our great industrial 
plants, etc.—were these real “resources” 
in the sense of a means of raising mdéney 
for this new purpose? 

Frank A. Vanderlip has answered. 
“You cannot subscribe a railroad to a 
loan,” he said; “You can’t subscribe a 
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factory. All the savings of the past have 
been invested—and the money that is 
going to be raised must come from the 
savings of the future, not the savings 
of the past.” 

Thus it was that the partial payment 
plan was called upon to help the Gov- 
ernment in its emergency. ‘The essence 
of the partial payment plan is saving. 
And at the very beginning of the Liberty 
Loan campaign, the saving capacity of 
the nation was mobilized. Plans which 
could be operated by banks and invest- 
ment houses, and plans which could be 
operated by employers were drawn up 
and published broadcast. And, by wide 
publicity, the individuals were told how 
they could buy a baby bond through 
some form of the partial payment plan. 


Solved by the Partial Payment Plan 


The result is known. If the campaign 
had been longer, if more people, partic- 
ularly in scattered sections of the coun- 
try, had had the partial payment feature 
of the loan brought home to them, there 
would have been a still greater honor 
list. 

It may never be known just how many 
of the 4,000,000 people subscribed to the 
Liberty Bonds on the partial payment 
plan. One investment house which spe- 
cializes in service to the public gives as 
its experience a partial payment propor- 
tion of 80 per cent. of the total. The sta- 
tistics of banks, acting either as agents 
for the public itself or as agents for 
employers, would probably corroborate 
this closely. 


Future Loans and Future Investment 


The partial payment plan will un- 
doubtedly be made an even more promi- 
nent feature of the next campaign in 
Government bonds. It has been shown 
to be effective in bringing out subscrip- 
tions from millions. It accomplishes 
this without the financial disturbance 
which would be caused by the attempt 
to convert old investments, held di- 
rectly, or through the savings banks, 
indirectly, into the new offering. 

Quite as important from a general 
economic standpoint is the result of hav- 
ing taught the = of this country to 
save—to invest while they save. And 








this is sure to be reflected in the mar- 
kets for securities other than government 
issues. 

Brokers who offer partial payment fa- 
cilities to their clients are preparing -to 
do an immense business. 


How the Partial Payment Plan Works 


The terms generally required by in- 
vestment houses on partial payment pur- 
chases naturally differ, but, in general, 
they agree with the following summary. 

The brokers will buy stocks in quan- 
tities of one share upward and bonds 
from one ($100 when available) upward 
for an initial deposit and monthly pay- 
ments thereafter until the securities are 
paid for in full or sold. 

The deposits are as below: 


On stocks selling Initial Monthly 
ee ree $10 a share $3 a share 
From 30 to 50..... oe — 


. eae ee6h OU — = 

° Cee pews 52 

* wees” -* .*.* 
Above 200 ....... Special terms Special terms 
On bonds of Initial Monthly 
$100 Denomination ....$10 a bond $5 a bond 
500 - wa se 
1000 - weee* * =. :* 


Interest is charged monthly on the net 
amount owed—the difference between 
the total cost and the deposits. The 
carrying charge is usually figured at the 
rate of 6 per cent. 

The carrying charges on the Liberty 
Loan bonds had to be lower. Generally 
a charge of 3% per cent. was offered 
to subscribers, a rate which made pos- 
sible a return of 3% per cent. to the 
subscriber on the amount paid in, 
during, as well as after, his period of 
payment. A 6 per cent. charge would 
have discouraged subscription to the low 
interest bearing securities. 

But most investment securities of 
merit yield more than 3% per cent. 
Some yield 6 per cent. and 7 per cent. 
A 6 per cent. charge on an account 
carrying securities yielding on a cash 
basis, say, 5 per cent. will result in a net 
yield during the payment period of less 
than 5 per cent. but more than the usual 
savings bank rate. A 6 per cent. charge 
on an account carrying securities yield- 


























— 





ing 7 per cent. will result in a net yield 
of more than 7 per cent. That is, a 
higher rate of income will be received 
while payments are being made than 
after payments have been completed. 


Cautions 


The terms are convenient. The in- 
centive is strong. Because the plan is 
popular, one thing should be borne 
clearly in mind. The partial payment 
plan is an investment plan. In the hands 
of careless or unscrupulous persons, it 
can be abused. The prospective investor 
should exercise more care in the selec- 
tion of his broker in a partial payment 
transaction than in any other method of 
buying securities. A broker who is sin- 
cere in offering the partial payment plan 
as an investment plan will require such 
terms as seem demanded by the safety 
of both himself and his client. He will 


THE LIBERTY LOAN AND THE PARTIAL PAYMENT PLAN 463 


discriminate among securities and ac- 
cept on the partial payment basis only 
such issues as appear to belong to the 
investment class. 


An Established Method 


In starting and maintaining a steady 
flow of new money to the investment 
markets—money which otherwise would 
be spent, probably wasted, possibly 
hoarded—the partial payment plan, 
properly conducted, is performing a 
great economic service to the country, 
at the same time that it works to the 
benefit of the individuals using it. 

The partial payment plan gave an 
impetus to the Liberty Loan campaign, 
and now the Liberty Loan campaign has 
given the partial payment plan an 
impetus which insures its adoption as a 
part of the everyday business life of the 
nation. 








BLACK SPOTS ON THE PROSPERITY MAP 
































This ma 
by Archer 


of fundamental conditions, as of June 5, prepared for “The Nation’s Business” 
all Douglass, indicates that business suffered 


local reactions in the past month 


as a result of crop conditions and retrenchment induced by the entrance of the United States 
into the war. At the beginning of May there were only three small black spots, whereas 
there are now eight relatively small sections where business is represented as poor. The 
“fair” area has also expanded a little. There is, however, nothing to indicate that anything 
like a general decline of business activity is in prospect—The N. Y. Tribune. 
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Investment Offerings 





(Under this-caption we will publish from time to time a list of what we regard as conserva- 


tive investment offerings by firms of unquestioned reliability. 


These securities will be of the 


type that should interest investors who regard safety of principal as the primary consideration in 


making their commitments.—Editor.] 











ORTHERN STATES POWER COM- 
PANY, $3,500,000 First and Refund- 
ing Mortgage 5% Gold Bonds. Dated 
April 1, 1916. Due April 1, 1941. 

= Redeemable on any interest payment 

date prior to and including April 1, 1936, at 

105 and interest and thereafter at 102% and 

interest. Interest payable April 1 and October 

1 in New York or Chicago. Coupon bonds of 

$500 and $1,000 denominations, with privilege 

of registration as to principal only, or ex- 
changeable for fully registered bonds of $1,000, 
$5,000 and $10,000 denominations. Guaranty 

Trust Company of New York, trustee. Offered 

at 93% and interest, yielding about 544%, by 

H. M. Byllesby & Co., Inc., 111 Broadway, 

New York. 


OKLAHOMA GAS & ELECTRIC COM- 
PANY, $2,250,000 Two Year 6% Gold Notes. 
Dated June 15, 1917. Due June 15, 1919. Call- 
able at the option of the pamper. in whole or 
in part, upon thirty days’ published notice, at 
100% and accrued interest. Interest payable June 
15 and December 15, without deduction for nor- 
mal Federal Income Tax not in excess of 2%. 
Principal and interest payable at New York. 
Coupon notes of $1,000, $500 and $100 de- 
nominations, with privilege of registration as 
to principal only. Registered notes in denom- 
inations of $1,000 and multiples. Coupon and 
registered notes interchangeable in denomina- 
tions of $1,000 or multiples thereof. N. Y. 
Trust Co. New York, trustee. Offered at 99 
and accrued interest by H. M. Byllesby & Co., 
Inc., 111 Broadway, New York. 


CONSUMERS POWER COMPANY, $1,000,- 
000 First Lien and Refunding 5% Gold Bonds. 
Dated January 2, 1911. Due Jan 1, 1936. 
Callable at 105 and interest January 1, 1916, or 
any interest payment dates thereafter. Interest 
payable January 1 and July 1 in New York or 
Chicago. Coupon bonds of $1,000 denomina- 
tion with privilege of registration as to prin- 
cipal. Harris Trust and Savin 





terest, yielding over 5.40%, by Harris, Forbes 
& Co., Pine street, Corner Willi New York. 


WEST VIRGINIA TRACTION & ELECTRIC 
COMPANY, $1,800,000 Two-Year 6% Bond Se- 
cured Gold Notes. Dated May 1, 1917. Due 
May 1, 1919. Callable at 100% and accrued in- 
terest on forty days’ notice. Semi-annual inter- 
est payable May 1 and November 1. Princi- 
oe and interest payable at N. Y. Trust Co., 

ew York. Coupon notes in denominations of 
$1,000, $500 and $100 each; principal may be 

“=: Offered at 98% and accrued inter- 


regi 
est ng P. Bonbright & Co., Nassau 
and jar Streets, New York. 

JAPANESE TISSUE MILLS, $400,000 7% 
Preferred Stock. Exempt from 


Cumulative 
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taxation in Massachusetts. Preferred as to 
dividends and assets. Redeemable as a whole, 
or in part, at 110 on any dividend date. Divi- 


dends payable quarterly: March, June, Septem- 
ber and r. Union Trust Company of 
Springfield, registrar and transfer agents. 


Offered by Hayden, Stone & Co., New York. 


CHILE COPPER COMPANY, $35,000,000 
6% Convertible Collateral Trust Gold Bonds, 
Series A. Dated April 1, 1917. Due April 1, 
1932. Denominations of $500 and $1,000. First 
instalment of 50% payable May 29, 1917. Sec- 
ond instalment of 50% payable May 29, 1918. 
The second instalment may be anticipated. 6% 
interest will be allowed on the first instalment, 
and 3% on advance payments of the second 
instalment if paid on or before May 1, 1918. 
Engraved bonds will be delivered against tem- 
porary receipts on or after May 29, 1918. 
Offered by Eugene Meyer, Jr., & Co., 14 Wall 
Street, N. Y. C. 


UNION MILLS, INC., 6% Cumulative Pre- 
ferred Stock, Par $100; Common Stock With- 
out Par Value. Preferred dividends payable 
quarterly March 1, June 1, September 1 and 
December 1. Kidder, Peabody & Co., N. Y., 
transfer agent; Mercantile Trust & Deposit 
Co., N. Y., registrar. Offered at the price of 
$100 per share for the preferred and $50 per 
share for the common by Hornblower & 
Weeks, New York. 


MIDLAND COUNTIES COAL COMPANY, 
Chicago, Illinois, $2,500,000 First Mortgage 6% 
Serial Gold Bonds. Dated May 15, 1917, ma- 
turing annually from June 1, 1918, to and in- 
cluding June 1, 1937. Redeemable on any 
interest date at 102 and accrued interest. Cou- 
pon bonds of $500 and $1,000 each with privi- 
lege of registration as to principal. Principal 
and semi-annual interest payable at the First 
National Bank of Chicago and the First Na- 
tional Bank of New York. First Trust & Sav- 
ings Bank, of Chicago, trustee. Price, par and 
accrued interest, except for the first four ma- 
turities, for which the terms will be: 1918 on 
a 5% basis, 1919 on a 5%4% basis, 1920 on a 
534% basis, 1921 on a 5%% basis. Offered by 
Peabody, Houghteling & Co., Chicago. 


CITY OF NEWARK, NEW JERSEY, $1,200,- 
000 Gold 4%% Bonds. Dated June 1, 1917. 
Due serially. Maturing $40,000 each year, 
1918 to 1947. Interest payable June ahd De- 
cember 1. Coupon bonds in denomination of 
$1,000. May be registered as to principal or 
principal and interest. These bonds are legal 
investments for savings banks and trustees in 
the States of New Jersey, Massachusetts, Maine, 
New Hampshire, Vermont and Rhode Island. 
Also acceptable as security for postal savings 
deposits. Prices to yield 4.30%. Offered b 
The itable Trust —y 4 of New Yo 
and E. H. Rollins & Sons, New York. 



































Bond Inquiries 





American Foreign Securities 5s 


W. D. R., Detroit, Mich.—lIt is an inoppor- 
tune time to buy stocks either for speculation or 
investment and we do not feel that in your case 
particularly, we can justifiably recommend any- 
thing at this time. You seem to be under a mis- 
apprehension as to the character of stocks you 
may buy to yield you a return of 7% or 8%. 
There are no stocks that we know of that 
meet with your requirements as to safety, and 
which are selling in the 40s or 50s. The mere 
fact that a stock is selling at a price to yield 
a return of as much as 8% per annum indi- 
cates that it is speculative to a considerable 
degree. Therefore, unless you are in a posi- 
tion to assume a certain amount of risk, you 
would be unwise to purchase any stocks re- 
turning such a high yield. Our suggestion is 
that you wait until there is a good reaction in 
the market or until we get into a genuine bear 
market before you consider -buying stocks for 
permanent investment. In the meantime it 
would be a good idea for you to put your 
money into short term notes, such as Ameri- 
can Foreign Securities 5s, due August, 1919, 
now selling around 95, where the yield is 
7.5%, provided the notes are held to maturity 
and are redeemed at par. These notes are 
not likely to undergo any severe further de- 
cline and there is no reasonable doubt as to 
their redemption at maturity, for they are se- 
cured by the deposit of collateral of a market 
value in excess of 120% of the face value of 
the notes. By holding a security of this kind 
you are automatically placed in an advantage- 
ous position to accept the opportunity to buy 
stocks if there is a big decline in the market, 
for the chances are that you would not have 
to accept any material loss in selling out your 
notes even if a big break occurred in the 
market for stocks. 





Good Investment Bonds 

A. B., Croton, N. Y.—Generally speaking, it 
is not an opportune time to purchase bonds, 
because the prices of such securities are likely 
to continue on the downward trend for the 
duration of the war. The quotations of stocks 
and bonds having a fixed rate of interest 
return will obviously have to be readjusted to 
the higher interest-bearing Government securi- 
ties that will of necessity be floated if the war 
is prolonged: 

However, there are undoubtedly many high 
grade bonds which may be purchased now at 
comparatively low prices, where the interest 
return is high and the ultimate safety of the 
principal unquestioned. If it is desired to pur- 
chase such securities for the income only so 
far as the next several years are concerned, or 
if the intention is to buy them and hold them 
until maturity, the investment should prove 
profitable. 

We are not inclined to favor the issues you 
name so much as bonds in a class with the 
New York Telephone 4%s, Armour & Co. 
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4%s, Atchison, Topeka & Santa Fe General 4s 
or bonds of like type. 





New Orleans, Texas & Mexico 5s 
L. B. T.—New Orleans, Texas & Mexico 
5% Non-Cumulative Income Bonds, Series A 
are not to be regarded as a first grade invest- 
ment. These bonds occupy a junior position on 
by p 060.060 of the railroad, being subject to 
of first mortgage 6% bonds, while 
ee interest on the Income 5s is payable only 
when earned and moreover is not cumulative. 
The bonds are issued in denominations of $100, 
$500 and $1,000. As a speculation, these bonds 
appear to have some passibilities if the present 
rate of earnings, shown by the road continues. 
The prospects, entitle the issue to be rated as 
a fairly good speculation. 





Denver & Rio Grande 5s 

L. S., N. Y. City—Denver & Rio Grande 
Ist and refunding 5s have about dis- 
counted all of the adversities in the general 
situation affecting Denver & Rio Grande. How 
long these bonds will remain at the present 
level or whether they will move up or down 
from it depends almost entirely upon the out- 
come of the difficulties with the Waser Pacific. 
If a receivership~is the result the bonds might 
reasonably be expected to work to a lower level. 
If, on the other hand, the existing difficulties 
are compromised with some regard to Denver 
& Rio Grande security holders, or if the D. & 
R. G. is merged with the Western Pacific, these 
bonds may conceivably move upward. In the 
present state of affairs, however, it is all guess 
work. At best it may be a long time before 
these bonds reach in a level approximating 
your original purchase price. e suggest, 
however, that you hold them and await the 
outcome of the difficulties with the Western 
Pacific. A deposit of your holdings with the 
Prosser Committee, would not be inimical to 
your interest. Under any solution of the ex- 
isting difficulties, excepting a prolonged re- 
——s the bonds will fare reasonably 
well. 


Mexican Petroleum Convertible Bonds 


L. T.—Mexican Petroleum 10-Year Cdn- 
vertible First Lien & Refunding bonds are a 
reasonably safe investment and _ entitled 
to a good rating. The bonds are collater- 
ally secured on valuable property and are pro- 
tected by a wide margin of safety in earnings. 
That they are generally regarded as a good 
investment is indicated by their present selling 
price. The amount of these bonds outstanding 
is compere ey small. Series “A” and “C,” 

000 and $938,500, respectively outstanding 
are payable at New York. The Series “B,” 
outstanding to the amount of pounds sterling 
147,400 is payable in London. The sinking 
fund feature of the bonds adds substantially to 
their stability. This fund is applied against 
the purchase or redemption of the bonds at a 
price not over 105 and interest. 
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Pacific Gas & Electric 


Position of the Third Largest Public Utility Company in the 
World—Earnings and Facilities for Future Financing 
—Plans for Future Development 





By WALTER McNAUGHTON 





ACIFIC GAS & ELECTRIC 
COMPANY, the third largest 
a public utility organization in the 

# world, added another year of 
progress to its sixteen year record of 
consistent growth. The expansion re- 
corded last year, however, was not 
nearly as pronounced as was 1915 com- 
pared with 1914. This was due in great 
measure to the sharply advanced costs 
of materials and supplies and to an ex- 
tent, to unsettlement of the labor market. 
Had this company not been so well in- 
trenched in its field or had it been less 
well-managed, the net result for the year 
would have been a loss, as compared 
with 1915, instead of a gain. 

As an instance of the conditions the 
company had to face in the market for 
its materials and supplies, it might be 
instanced that the twenty-nine articles 
of standard use which this company 
regularly purchases in connection with 
its operations, increased in price an 
average of 75 per cent. These same 29 
articles are currently selling at an aver- 
age advance of 101 per cent. over the 
average price before the war, so that the 
bulk of the increase fell into 1916. 

Chief interest in Pacific Gas & Elec- 
tric of course is now centered in what the 
company is likely to accomplish in the 
current year of operation. Last year is 
an open book with value chiefly in the 
direction of affording a measure of what 
1917 results are likely to be. Vice- 
President Britton estimates that gross 
earnings this year will exceed 1916 
gross by a round $1,500,000. Operating 
»costs, however, he points out, will be 
considerably higher in the current year, 
but estimating increases there at the 
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outside, lead him to the belief that net 
revenues in 1917 will not be lower than 
last year’s and possibly may show a gain. 
Mr. Britton, a short time ago, in speak- 
ing of the current year, observed in part: 


Prospective 1917 Net Earnings 


“As near as can be estimated, our oil 
will cost us approximately $1,000,000 in 
excess of what it cost us last year. 
Maintenance charges will be approxi- 
mately $250,000 more because of the 
higher costs of materials of all sorts that 
enter into both operation and mainte- 
nance. As an offset to that however, I 
estimate that the savings in steam gen- 
eration, due to the coming in of the Wise 
and the Halsey power plants, will 
amount to approximately $500,000 this 
year. Other economies in labor under 
the direction of a more extended refine- 
ment of operations will be produced ; all 
of which lead me to believe that the net 
earnings for 1917 will not be any less 
than they were in 1916.” 

In speaking of the constant progress 
that the company is making to keep pace 
with the ever-widening circle’ of demand, 
Mr. Britton said, in part: “We have 
now a connected load of 600,000 horse 
power which is 75,000 horsepower more 
than it was in 1916, and we are adding 
in connected load approximately 7,000 
hérsepower per month. This connected 
load has a direct relation to the demand, 
the latter being approximately one-third 
of the connected load. You can there- 
fore see, that to provide for the in- 
creased power coming on, additional in- 
vestments will have to be made in hydro- 
electric plants as well as steam plants 
and, looking forward to this necessity, 
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the company recently acquired the rights 
on the Pitt River, which is a stream 
providing greater potential develop- 
ments than any other stream in Califor- 
nia and at a less cost. 

“The flow of the Pitt River has a 
variant of less than 10 per cent. and it 
therefore requires no stored waters and 
we can confidently count on an average 
of over 180,000 horsepower a year and 
in the maximum flow period, during 
about six months of the year, an output 
of 250,000 horsepower.” It is expected 
that this work will be completed within 
the next five and a half years with in- 
stallations on the Pitt River consisting 
of 100,000 horsepower units. 


Expanding Gas Production 


Pacific Gas & Electric is working 
along lines looking toward the ultimate 
complete elimination of steam power in 
the production of which oil is used. 
Steam power is now continued largely 
as a reserve force. The company is con- 
centrating largely on the manufacture 
of gas, and is employing a new and 
secret process for the manufacture of the 
latter. It is believed that the economies 
which this process is making, will result 
in overcoming the increased cost of oil. 
The process has already been established 
in San Francisco, Oakland and San 
Jose, while a plant is under way at 
Fresno. As an illustration of the effects 
of this in the company’s operations, it is 
pointed out that in 1916, 39 per cent. of 
the gross revenues was derived from the 
sale of gas and as new fields are found, 
officials believe that within a few years 
50 per cent. of the company’s revenues 
will be derived from that source. 

In speaking on the latter phase, Mr. 
Britton says that “notwithstanding that 
39 per cent. of our earnings came from 
gas, our output of electricity, as a dis- 
tributing company places us in the front 
rank of corporations of an electrical 
nature. There are but two companies in 
the United States distributing a greater 
amount of electrical energy—one being 
the Commonwealth Edison Co. of Chi- 
cago and the other the New York Edison 
Co.” As to the profitableness of the 
company’s gas venture, Mr. Britton 
points out that: 
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“For every dollar invested, the net re- 
turn from gas is larger than that of elec- 
tricity and the newer uses which are 
being found for it, will make it a decided 
factor in the net returns of the com- 
pany in the future. Pacific Gas & Elec- 
tric was the pioneer in the distribution 
of gas under high pressure and thereby 
has been enabled to very much minimize 
its. distribution investments, making 
more profitable the sales of Zas per mile 
of main than would otherwise be the 
case.” 
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So much for the outlook for earnings 
of Pacific Gas & Electric in the current 
year and its general position with regard 
to the near future. In its present field of 
operation, the company covers virtually 
thirty-one counties of the State of Cali- 
fornia, having an area of 37,775 square 
miles and a population in excess of 1,- 
700,000 or over 60 per cent. of the 
population of the entire state. The 
company’s field embraces the populous 
San Francisco Bay section and the fer- 
tile Sacramento and San Joaquin valleys, 
including the cities of San Francisco, 
Oakland, Sacramento, San Jose and 172 
other communities. All of the com- 
pany’s property is owned in fee and is 
under its direct management. 
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THE MAGAZINE OF WALL STREET 





Pacific Gas & Electric is capitalized 
with $21,354,190 of 6 per cent. cumula- 
tive first preferred stock, $2,072,400 of 6 
per cent. preferred cumulative and $34,- 




















TABLE I 
EARNINGS AND INCOME—1916-1910 


Gross Gross Net 
Revenues Ineome Income 


$18,615,497 $8,316,501 


6,123,255 








035,858 of common stock. The Califor- 
nia Railroad Commission has authorized 
the company to exchange before July 1, 
of this year all of its outstanding pre- 
ferred stock for the first preferred stock 
on the basis of 102 shares of the latter 
for each 100 shares of the former. The 
dividend record of the company with 
regard to its three issues of stock is 
shown in one of the accompanying tabu- 
lations. In addition to its stock capitali- 
zation, the company has a funded debt 
amounting to $80,306,800, and consist- 
ing of various issues of small size of the 
various subsidiary properties of the 
company. The largest single issues are 
the California Gas & Electric’s Unified 
& Refunding mortgage sinking fund 5 

r cent. bonds maturing in 1937, with 
$19,698,000 outstanding ; $29,982,000 of 
Pacific Gas & Electric general and re- 
funding mortgage 5s due in 1942; $6,- 
949,000 of San Francisco Gas & Elec- 
tric’s general mortgage 4%s due in 1933 
and $4,517,000 of California Gas & Elec- 
tric general mortgage and collateral trust 
5s due also in 1933. 


Comparison of Earnings 

The comparison which 1916 gross 
earnings and gross and net income made 
with the corresponding figures in the 
six preceding years is shown in tabula- 
tion Number I. The rather small 
margin between 1916 and 1915 gross 
earnings as compared with that of previ- 
ous years is accounted for by the falling 
away of the business incident to the 
Panama-Pacific International Exposition 
which business in 1915 netted the com- 
pany sales amounting to $391,371. 


There was~also a loss of revenue due to 
a gradual recession in other lines of busi- 
ness in which unusual activity had been 
fostered by the exposition. 

Total operating expenses, including 
maintenance, taxes and reserves, in- 
creased $353,289 of which $123,120 was 
due entirely to additional taxation. As 
an instance of how taxes have been 
growing, it might be pointed out that 
in 1910 the company’s total tax bill was 
$382,880 against $972,565 in 1916, or 
an increase of over 154 per cent. in six 
years. During this. same period gross 
earnings increased 36 per cent. and net 
revenues 48 per cent. Other factors in 
the increasing’ of expenses were the 
higher costs for fuel and supplies, the 
former including oil used in the manu- 


‘facture of gas and in the generation of 


electricity by steam. 
Cash and Working Capital 


In table Number II is shown the po- 
sition of the company with reference to 
its working capital, including actual 
cash and the extent of its current assets 
in the seven year period to 1910. The 
decrease in cash, compared with 1915, 
is accounted for by expenditures for 
construction and investment in the pub- 
lic utility properties of the Oro Electric 
Corporation for which the treasury of 


TABLE II 


WORKING CAPITAL AND CASH 
Current Working 
Assets Cash Capital 
$8,147,751 $2,481,394 $4,135,653 
7,815,548 4,254,303 4,348,782 
8,190,659 1,711,968 3,134,575 
12,023,859 606,661 6,215,655 
1,094,007 113,564 
828,584 
881,215 








3 
4,785,301 


+Current liabilities exceed current assets. 








the company at the close of the year 
had not yet been reimbursed through the 
sale of securities. 


Securities Available for Future 
Financing 

The future capital needs of the Pacific 
Gas & Electric are provided for in a 
large way. There are authorized and 
unissued approximately $72,700,000 of 
bonds, $36,000,000 of preferred stock 
and $66,000,000 common stock. With 
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the company’s large property investment, 
totaling to just under $133,000,000 and 
its established earning power, it occupies 
a position where the financing of its 
future requirements should entail no 
difficulty. The territory in which the 
company operates is one of the fastest 
growing sections of the country. But 
all securities that are sought to be issued 
in the future must have the approval of 
the California State Railroad Commis- 
* sion. 

The company thus has three distinct 
means of securing the money it will need 
from time to time to carry on develop- 
ments. A fair proportion of the money, 
it is patent, could be secured from the 
general mortgage bonds and the balance 


done in the past. The attitude of the 
State Commission is not the one of usual 
antagonism that is to be found in many 
other communities in this country. This 
commission has established a reputation 
for soundness in its valuations of prop- 
erties, and has always been fairly dis- 
posed, despite occasional grumblings on 
the part of companies supervised, in the 
allowance for rates of return on these 
values. In one case recently, known as 
the Antioch Case, Pacific Gas & Electric 
was allowed to charge rates in the town 
of Antioch, which were estimated ‘to 
give the company am 8 per cent. return 
on the value of the property used in the 
service to the public. This attitude of 
the commission, evidenced in a number 








TABLE Ill 
DIVIDEND RECORD—1916-1910 


First Preferred Stock 
6% 
65.48 6 
311.87 1% 


{Payable in common stock. 


Original Pfd. Stock 
Divs. Earned Divs. Paid Divs.Earn. Divs. Pd. 


Common Stock 
Divs. Earn. Divs. Pd. 
8.57% 3% % 

10.48 +6 
7.78 one 
2.84 1% 


35.17% 
39.72 
31.00 
15.07 
2.44 
23.63 
23.84 


6% 
6 


6.09 
9.20 


o 
$50 








of the money could be obtained from 
preferred stock as an immediate measure 
and subsequently from the sale of com- 
mon stock. The California Commission, 
in authorizing the new issue of pre- 
ferred stock of the company, made com- 
ment as follows: “The plan to sell its 
new first prefererd stock appeals as thor- 
oughly sound and commendable. The 
plan is in accordance with suggestions 
for junior financing which have been 
made by this commission to various pub- 
lic utilities and is worthy of emulation 
in so far as applicable by other utilities.” 


A Brief Conclusion 


Pacific Gas & Electric Co., situated as 
it is in its large and steadily growing 
territory and serving 176 communities, 
including San Francisco, and 115 dis- 
tinct types of industries, should continue 
to record steady gains in earnings. In 
addition, it should continue building up 
its equities back of the stock as it has 


of other similar cases, has served to im- 
part an element of stability to security 
values of California public utility com- 
panies as well as to other types of se- 
curities the issuing companies of which 
come under the commission’s direct 
supervision and control. 

The preferred and common stocks 
of this company may be regarded as 
conservative investments with a de- 
gree of speculativeness current in the 
latter. The dividends on the common 
stock seem now to be pretty securely es- 
tablished and the prospects are for a big 
development in the future. The general 
and refunding 5 per cent. bonds, al- 
though subject toa large number of 
prior liens, for the retirement of which 
it provides, appear to be well protected 
on the property while the earnings of 
the company show a wide margin of 
safety on the interest requirement, thus 
justifying the favorable rating which is 
accorded this bond. 











Public Utility Notes 





American Public Utilities—Report, year 
ended April 30, 1917, shows: Gross, $3,703,- 
326; net after taxes, $1,626,902; surplus after 
charges, $462,741; balance after preferred 
dividends $215,122. 


American Tel. & Tel.—There has been ad- 
mitted to the regular list of the Phila. Stock 
Exchange $18,600 additional of this com- 
pany’s capital stock. 


Binghamton Light, Heat & Power.—W ork 
has been started on the 22,000-volt trans- 
mission line which is to connect the generat- 
ing station of this company with the power 
plant of Endicott-Johnson Co. The line is 
one mile in length and will be utilized to 
obtain breakdown‘ service. A temporary 
load of 1,600 kw. will be taken on as soon 
as the new plant is started. 


Cities Service.—The abolition of the pres- 
ent par value of $100, and the exchange of 
10 shares of new common stock without par 
value for each one of the present issue, was 
recommended to the board of directors by a 
special committee. Application to the N. Y. 
Stock Exchange for the listing of both pre- 
ferred and common stocks was also favored. 
Both matters were ‘referred to counsel for 
their report. A suggestion that debenture 


bonds be issued as a method of future financ- 
ing of Cities Service Co. and its subsidiaries 
by stockholders was adversely reported so 


far as action at this time is concerned. The 
retirement or refunding of subsidiary bonds 
by this method was objected to by the com- 
mittee because, owing to the small propor- 
tion of such issues with early maturity the 
profits in such financing would be used up 
in called premiums instead of benefitting the 
stockholders. 


Interborough.—Made application to the 
N. Y. First Dist. P. S. Comm. for authority 
to issue $25,483,772 5% bonds under its first 
refunding mortgage of $300,000,000, dated 
March 20, 1913. 


Middle West Utilities —Stockholders ap- 
proved the proposed amendment of the 
charter and the increase in the authorized 
haan and common stocks to $20,000,000 
each. 


Montana Power.—Earnings, four months 
ended a 30, 1917, are as follows: Gross, 
$2,485,440; net, including other income, $1,- 
$71,652; surplus after charges, $1,417,121. 
Consolidated balance sheet, as of April 30, 
1917, shows a profit and loss surplus of $3,- 
342,994, compared with $2,399,770 Dec. 31, 
1916. Of the $49,407,500 common stock 
$29,407,500 is dividend bearing, while $20,- 
000,000 is held in voting trusts with divi- 
dends deferred until certain conditions have 
been complied with. The N: Y. Stock Ex- 
change admitted to the list $5,500,000 addi- 
tional of this company’s common stock, 
making the total $35,133,300. 


Ohio Cities Gas.—A circular sent by the 
Pure Oil Co. to its stockholders indicated 
that this company will offer part of its capi- 
tal stock, which was recently increased from 
$10,000,000 to $100,000,000, to the sharehold- 
ers of the Pure Oil Co. This offering of 
stock will be entirely distinct from the pur- 
chase oe of $24.50 a share to be paid the 
Pure Oil stockholders by the Ohio Cities 
Gas Co., as the Pure Oil holders can take 

*cash for their stock without availing them- 
selves of the right to subscribe to Ohio 
Cities Gas stock. . 


Pacific Gas & Electric.—The 1916 balance 
after preferred dividends of 978,152 is 
equal to 8.7% earned on 340,358 shares of 
common stock outstanding in 1916, as com- 
pared with 8.9% earned on the same number 
of shares outstanding in 1915. 


People’s Gas Light & Coke.—Chicago City 
Council adopted the new gas rate ordinance, 
which permits this company to reduce the 
heat standard from 675 B. T. U. to 565 B. 
.? Because of this cheaper method of 
making gas, the company is to reduce rates 
from 80 to 70 cents a thousand feet in excess 
of the first 350 cubic feet. In addition, the 
company is to supply each customer, free of 
charge, two mantles to take the place of 
flat flames, and further mantles at cost. 
When profits exceed $4,000,000, the ordi- 
nance provides, consumers are to be given 
from 25% to 50% of profits. 


Philadelphia Electric—The Penn. P. S. 
Comm. approved the leasing of the conduits 
of the Keystone Telephone Co. to the Phila. 
Electric Co. By the terms of the lease the 
latter company is to pay a rental of 4 cents 
per conduit foot per year for such conduit 
space as is used. It is also provided that 
the minimum rental shall be $25,000 for the 
first year, increasing $12,500 each year until 
$100,000 is reached. The maximum rental is 
to be $240,000 per year. 


Republic Ry. & Light.—Power plant at 
Youngstown, O., has been damaged by an 
explosion, causing a loss of about $100,000. 
The generator, which was destroyed, will be 
replaced. 


Southern California Edison—Cal. R. R. 
Comm. authorized the company to issue 10,- 
000 shares of its common capital stock of a 
par value of $100 a share at a share, the 
proceeds to acquire in whole or in gs $5,- 
000,000 of bonds of the Pacific Light & 
Power Corp., or to discharge in whole or in 
part obligations of that corporation not ex- 
ceeding $2,480,405, or to pay for the cost 
of additions and betterments to the Edison 
company’s plants. 


Western Power.—Consolidated balance 
sheet, as of Dec. 31, 1916, of this company 
and subsidiaries, shows a profit and loss sur- 
plus of $2,264,546, compared with $2,468,578 
Dec. 31, 1915. 
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Public Utility Inquiries 





Some Public Utilities 


M. A. B.—You do not state the number of 
shares of stock you hold nor do you give us 
an idea of the proportionate amount of funds 
you have invested in the issues you list. Fur- 
thermore, you do not say as to whether this 
comprises your entire investment capital. 
Without such details we are not in a position 

advise you as intelligently as we otherwise 
might relative to the disposition of these stocks. 
In a general way we would say that it is not 
a good idea to have too large a proportion of 
one’s funds invested in issues representing a 
particular line of industry, such, for instance, 
as public utilities. If. you have an undue pro- 
portion of your capital in the public utilities 
mentioned, it would be advisable for you to 
dispose of some of them in order to gain the 
advantage of a better balanced investment on 
which the risk would be reduced. The best of 
your public utility stocks to hold for safety 
and income at the present time are Cities Serv- 
ice, pfd., and Northern States Power, pfd. 
American Telephone & Telegraph at 128 is 
selling comparatively high and the price might 
yield materially upon the announcement of the 
next Government loan. You will remember 
possibly that American Telephone & Telegraph 
was heavily sold and declined sharply as the 
result of investors withdrawing their funds 
from it for investment in the first Liberty Loan. 
There is a further uncertainty in the future of 
American Telephone & Telegraph, due to the 
possibility that the U. S. Government will take 
over control of the company’s operations as a 
war measure. 


Ohio Cities Gas 
D. W. M.—Ohio Cities Gas has been one of 


the weakest issues in the market during the 
last few days. This weakness has been due to 
the fact that pool support was temporarily 
withdrawn from the stock. Up until now the 
comparatively small issued capital of the com- 
pany has facilitated pool operations in the 
stock since the market in it could be easily 
controlled. It is not, therefore, surprising that 
with the announcement that the capital stock 
will be increased from $10,000,000 to approx- 
imately $33,000,000 speculators have hastened 
to unload on the theory that the increased sup- 
ply of stock will press on the market. The 
new stock is now selling on a when issued ba- 
sis at around $56 a share which does not ap- 
pear to be an under-valuation when it is con- 
sidered what a tremendous appreciation in 
market value the stock of the company has had * 
during the last two years and when it is fur- 
ther considered that the company has not yet 
had a chance to demonstrate its soundness as 
an oil company. 

Ohio Cities Gas has been rushing ahead on 
an expansion program in the purchase and de- 
velopment of oil properties: at a time when it 
has had to pay high prices for these properties 
and for their development. While the going 
value of its properties is undoubtedly higher 
now than it was two years ago, it hardly seems 
conservative for the company to reappraise its 
properties at a very greatly increased value 
over what they were carried on its books at 
the end of 1916, for with the next period of 
depression for the oil industry, oil producing 
territory and refining properties are bound to 
undergo a shrinkage in their going value. We 
suggest that you dispose of your stock, for we 
believe that the risk of a further decline in it 
outweighs the chances of additional specula- 
tive profit at this time. 








SUGGESTIONS IN REGARD TO INQUIRIES 


The very heavy volume of inquiries which this publication is now receiving 
makes it necessary to ask our subscribers to co-operate with us in order that we 
may maintain and improve the high quality 6f service which the Investors’ Per- 
sonal Service Department renders to our readers. We therefore suggest that: 

(1) Not more than two or three inquiries be submitted at one time. Occa- 
sionally a subscriber sends in a long list of securities asking for an opinion on 
each. The careful manner in which the Investors’ Personal Service Depart- 
ment handles its inquiries makes it impossible to give such inquiries the im- 
mediate attention necessary, without slighting other inquirers. 

(2) Write all inquiries on a separate sheet of paper, which should bear 
the writer’s name and address. 

(3) Enclose stamps or stamped and addressed envelope. 

The above suggestions are drawn up for the benefit and protection of our 
readers and those inquiries which conform with them will receive first atten- 
tion. 

When a reader wishes a special investigation or a special analysis of a se- 
curity or a subject we shall be pleased to submit an estimate of the special 
charge for such work. 
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Shattuck-Arizona 


Position of This Copper-Producer Under Present Conditions 
—Price and Other Factors Marketwise—The Copper 
Situation as a Whole 





By LAWRENCE C. SMITH 





HATTUCK-ARIZONA is one of 
the country’s copper producers 
which meets well the test of 
15-cent copper. Copper metal 

at this price is on the basis of an ar- 
bitrary assumption, for 15-cent copper is 
somewhat above the average selling price 
for the metal in a number of years past, 
excluding, of course, the abnormal years 
of 1907 and 1916, and the last half of 
1915, when prices went up on greatly 
accelerated demand. But 15 cents for 
copper may be regarded as a fair esti- 
mate of the price the metal will bring 
in the competitive market for a more 
or less prolonged period after the war. 

Shattuck-Arizona is now an estab- 
lished producer .of 18,000,000 pounds of 
copper a year or better. Assuming a cost 
of 8 cents a pound on the average, which 
apparently could be maintained without 
difficulty on a low metal market, the 
company should be a consistent earner 
of $3.60 a share for its 350,000 shares 
of stock with copper selling at 15 cents 
a pound. Like so many other copper 
producers, Shattuck-Arizona last year 
took advantage of the high price for the 
metal to mine its lower grade ores. The 
recovery of ore, per ton; treated at the 
smelter was about 99 pounds, as com- 
pared with 105 pounds the year before. 
The gross cost of producing each pound 
of refined copper was 11.316 cents, but 
sundry credits, largely due to high lead 
and silver prices and increased gold 
values, reduced this price substantially. 
The average price of all copper sales 
during the year for spot and future de- 
liveries is reported to have been about 
27 cents. 


Shattuck and 1917 Copper 
Like many of the other copper com- 


panies, Shattuck-Arizona sold ahead a 
good proportion of its prospective 1917 
output so that this year should prove 
as profitable if not more profitable than 
1916. Shattuck’s cost of producing cop- 
per in 1916 was 8.716 cents, as compared 
with 8.446 cents in 1915, due to the 
larger proportion of low grade ore mined 
in view of the greatly increased selling 
price and stimulated demand. 

The outlook for copper metal this 
year would seem to indicate an average 
selling price for the full year.of be- 
tween 26 and 29 cents. The red metal, 
for quite a long while ruled substantially 
above 31 cents in the early part of the 








TABLE I 
CASH AND WORKING CAPITAL 


Total Cur. Net W’rkng 
Year Cash Assets Capital 


1916 ........ $984,111 $3,000,796 $2,781,046 
1915 ........ 400,244 1,543,417 1,375,187 
1914 740,495 1,091,569 1,061,840 
1913 ........ 349,041 1,099,619 1,005,665 
1912 ........ 277,851 391,282 380,324 
1911 ........ 181,678 310,622 310,622 
1910 ........ UTLBIS 605,300 304,531 








year, and at one time touched 36 cents. 
This high peak, however, was subse- 
quently offset by a sharp decline in price 
to around 24% cents, but the average for 
the year so far is perhaps nearer the 29- 


cent mark than any other. Just now 
there is in prospect further orders from 
the United States Government for about 
60,000,000 pounds of copper. In fact, 
inquiries for this amount of metal have 
already gone forward to the .various 
companies, and while no price has been 
intimated on the part of the Government, 
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it is pew as likely that a price of 
around 25 cents will be paid. The Allies 
abroad are also coming into the market 
in the near future, and it is more than 
likely that if the United States Govern- 
ment obtains copper at around 25 cents, 
that the Allies will also obtain it for that 
price. This makes an encouraging con- 


trast with the 16.672 cents a pound paid 
last February by the Government for 
close onto 45,000,000 pounds of copper. 
The graphic accompanying this article 
shows the rate of production at which 
Shattuck-Arizona is carrying forward 
operations, not only in copper but in 


The company at the time acquired eight 
patent claims of about 120 acres in the 
Warren District of Arizona. This prop- 
erty contains a small but rich mine. Its 
ore runs high in copper content with 
large silver and gold values and also 
lead. The company began the develop- 
ment of its property in 1904, and the 
total work completed to December 31, 
1916, aggregates in excess of 112,000 
feet. It is estimated that only about one- 
fourth of the property has been so far 
prospected and the promising area in the 
ore zone yet undeveloped will be 
thoroughly worked and new ore bodies 








May July Sept Nov Jan Mar May 


1916 1917 


HUNORED THOUSAND POUNDS 
° 2 an 


a 





SHATTUCK -ARIZONA OUTPUT. 


May July Sept, Nov Jan. 


Mar. 


May 


1916 1917 


SILVER 


THOUSAND OUNCES 


g00 
600 2 
400 2 
200 3 

















lead, silver and gold. The figures upon 
which this graphic is based are shown 
in a tabulation herewith. From this 
graphic and explanatory table it will be 
seen that production on all four counts 
is keeping pace with last year, making 
due allowance, of course, for the slight 
seasonal variations that occur. Other 
tables herewith show the earnings of the 
company in the past seven years, and 
also the dividend record of the company. 


Properties and Equipment 


Shattuck-Arizona was incorporated in 
March of 1904, under Minnesota laws. 


added to the company’s ore reserves. 
The ore contains all of the common 
oxides, carbonates and sulphides and 
shows an average of about 9 per cent. 
copper. 

The company’s equipment includes a 
750-horsepower steam plant, with mod- 
ern adjuncts, a cross compound 40-drill 
air compressor, 25 power drills, electric 
light "plant, timber framing mill, aerial 
tramway and other facilities. The pro- 
ductive capacity of the plant is about 
550 tons a day. In September of 1912 
the company made a favorable contract 
with the Calumet & Arizona Mining Co. 
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for smelting its ores at Douglas, Ari- 
zona, and in the following month it began 
shipping its ores to the latter’s smelter. 

A few weeks ago the reworking of 
the Denn-Arizona Copper Co. gave rise 
to rumors again that that company was 
to be merged with Shattuck-Arizona. 
The interests controlling Shattuck-Ari- 


In considering these figures, however, it 
should be borne in mind that the ruling 
price for the metal this first 1917 quarter 
was lower than in the corresponding 
quarter of 1916, and that since then 
prices have effectively recovered. So 
that there is every reasonable prospect 
that Shattuck-Arizona’s second quarterly 








TABLE Il 


GROSS SALES AND NET INCOME 


Sales of 
Metals 


$5,142,331 
83 


Operating 
Profits 
$3,055,420 
1,146,310 
580,629 
1,133,219 
44,433 
393,801 
739,418 


Total Net 
Income *Income 
$3,074,012 $3,039,076 
1,174,027 1,142,663 

587,497 556,865 
1,150,880 1,115,504 
. 26,081 
396,696 374,350 
757,782 657,214 


*After Depreciation. 








zona also controlled the Denn-Arizona 
properties, and at one time a merger of 
the two was not regarded as unlikely. 
As the Denn-Arizona is reported to, be 
prospectively a larger producer than 
Shattuck-Arizona, such a merger, if it 
comes to pass, can hardly fail to bring 
about an enhancement of the value of 
the Shattuck-Arizona holdings. 


Prospective 1917 Earnings 


On the basis of official figures so far 
reported for operations this year, Shat- 


earnings, concluding with June 30 last, 
will make a better comparison with the 
second quarter of 1916. 

At the conclusion of operations last 
year, Shattuck-Arizona found itself in a 
much better position with regard to net 
working capital than ever before in its 
history. Against total current assets of 
$3,000,796, of which $984,111 was in 
actual cash and $1,385,269 in copper sold 
in transit, there were total current liabil- 
ities of less than $220,000, giving the 
company an excess of assets current over 








TABLE Ill 


DIVIDENDS AND SURPLUS 


Divs. Paid tEarngd 


$8.68 


Surplus 
$1,376,576 


+Per Share. 
*Deficit. 
*Including Extra Divs. $2.75. 


3.26 267,663 
1.59 : 31,865 
3.19 590,504 
0.07 26,081 
1.07 . *325,650 
1.88 d 307,214 








tuck-Arizona earned for its stock during 
the first quarter of 1917 an equivalent 
of $1.99 a share compared with,$2.23 a 
share. This is at an indicated rate for 
the full year of $7.96 a share this year, 
as against $8.68 actually earned in 1916. 


liabilities current of $2,781,046, which 
figure is properly regarded as net work- 
ing capital. The profit and loss surplus 
as of December 31, 1916, was $2,274,256, 
compared with $897,680 in 1915, and 
$630,016 in 1914. 
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In the seven years of operation since 
1910, Shattuck-Arizona made an aggre- 
gate of net profits available for dividends 
of $6,911,753, or an annual average of 
$931,922. This was equivalent to an 
average of earnings per share of $19.74 
and an annual average of $2.69 a share. 
From August 1, 1909, to December 31, 
1916, the company paid out in dividends 
$4,637,500 which was equal to $16.510 
a share of $10 par value. The net assets 
available and applicable to the capital 
stock as of December 31 last, according 
to the company’s balance sheet, amounted 
to $5,774,256, or $16.50 a share. 


Market Price and Prospects 


Shattuck-Arizona is selling currently 
at 27. The high price for 1917 so far 


prices or a lowering of them, assuming 
that the company’s rate of production is 
maintained, this stock is likely to con- 
tinue around its present price level. Pros- 
pect of a merger with the Denn-Arizona 
interests, which have been rumored 
again of late would, of course, redound 
to the credit of Shattuck-Arizona stock 
and its eventualization would probably 
bring about a movement of the stock into 
higher ground. Any material reduction 
in the price for copper metal would, of 
course, place the “extras” in jeopardy 
and would probably result in their early 
elimination. The regular dividend rate, 
however, could safely be maintained with 
copper prices down even to the 15-cent 
level. 

Shattuck-Arizona, according to the 
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TABLE IV 
COPPER, LEAD, SILVER AND GOLD PRODUCTION 


Lead, 
Pounds 
233,119 


Gold, 


Ounces 
157.00 


Silver, 
Ounces 
23,141 


Copper 
Pounds 


1,385,669 


Year Month 


1917—May 
“ —April 


1916—December 

“ —November 
—October 

—September 


*No Lead Produced in This Month. 


180.00 
200.00 
206.74 
211.00 
249.93 
282.39 
361.00 
419.32 
508.71 
315.00 
367.00 
326.00 


164,979 
278,718 
359,485 








— 
was 2934 and the low 22%. In 1916 the 
stock sold as high as 40% in February, 
and reached the low water mark of 22 
in December. In 1916, in addition to 
the regular dividend of $2 a share, extra 
dividends were paid, which brought the 
distribution per share of stock up to 
$4.75. In the current year so far, two 
extra dividends of 75 cents a share each; 
one in January and the other in April, 
have been declared, and if these extras 
are continued, the total distribution to 
stockholders this year will be $5 a share. 

At its current selling price, Shattuck- 
-Arizona reflects the more immediate out- 
look for copper metal. Apart from any 
development in this direction, that is, 
either an improvement in present copper 


facts in the premises and the general 
outlook, will continue to hold its position 
as a fairly attractive speculative issue, 
with the quality of the latter element en- 
hanced materially on the assumption of a 
close working relationship with Denn- 
Arizona, or an actual merger of the two 
properties with the loss of identity of 
the latter. That Shattuck-Arizona does 
not “rate” up with the larger standard 
copper producing companies of the 
country, is attributable to ‘the fact that 
in its present properties the company has. 
a mine, the life of which may be re- 
garded as comparatively limited. , In 
other words, Shattuck-Arizona is an 
earlier liquidating proposition than are 
many of the other standard coppers. 











Mining Notes 





Ahmeek. — Reported May production of 
copper as 2,476,542 pounds, compared with 
2,413,495 pounds the preceding month. 

Allouez.— Reported May production of 
copper as 885,649 pounds, compared with 
771,253 pounds the preceding month. 

Anaconda.—Produced 6,250,000 pounds of 
zinc in May. Declared a special Red Cross 
dividend of 50 cents a share, payable July 
16 to stock of record June 26. 


Calumet & Arizona—Reported its pro- 
duction for May as 5,688,000 pounds of cop- 
per. 


Calumet & Hecla.—Reéeported May produc- 
tion of copper as 6,879,012 pounds, compared 
with 6,855,514 pounds the preceding month. 


Centennial Copper.—Reported May pro- 
duction of copper as 165,282 pounds, com- 
pared with 125,403 pounds the preceding 
month. 


Chino.—Declared a dividend of 40 cents 
a share for the Red Cross on the outstand- 
ing 869,980 shares, payable July 25 to stock 
of record July 18. 


Consolidated Coppermines.—Report, year 
ended Dec..31, 1916, shows production dur- 
ing the year amounted to 1,196,702 pounds, 
which was marketed at an average price of 
24 cents per pound, yielding $287,263. The 
estimate of ore developed during the year 
ended April 30, 1917, is 298,278 tons of 
1.393% ore, bringing the total estimated ore 
developed to date to 27,164,426 tons of 1.19% 
ore. Total tonnage treated at the new con- 
centrating mill was 2,696 tons in February, 
11,108 in March and 14,736 in April. The 
balance sheet, as of April 30, 1917, shows 
cash amounting to $183,376; notes receiv- 
able, $500,000; accounts receivable, $35,359; 
notes payable, $25,000; accounts payable, 
$313,941, and total assets and liabilities of 
$5,814,544. 


Federal Mining & Smelting.—Report, 
quarter ended April 30, 1917, shows net prof- 
it for the period of $425,439, compared with 
$316,165 the quarter ended Jan. 31, 1917, and 
$290,891 quarter ended April 30, 1916. Dur- 
ing the quarter ended April 30, 1917, the tons 
shipped totaled 37,895, compared with 32,659 
tons the quarter ended Jan. 31, 1917, and 31,- 
844 tons the quarter ended April 30, 1916. 
The net profits for the year ending April 30, 
1917, were $503,230, compared with $355,742 
the year ended April 30, 1916, an increase of 
$147,488. 


Goldfield Consolidated.—April operations 
showed production of 27,000 tons of ore, 
from which net profits were $15,007, against 
March net profits of $19,727 on production 
of 20,000 tons. In April, 1916, production 
was 30,400 tons and net profits $60,041. 

Granby Consolidated —Reported May pro- 


duction as 3,159,284 pounds of copper at the 
Anyox mine, compared with 3,775,140 pounds 


during April, of which 3,026,795 pounds were 
from Anyox and 748,348 from Grand Forks 
and 3,901,398 in March, of which 2,814,780 
were from Anyox and 1,086,618 from Grand 
Forks. Grand Forks property was closed 
down during May on account of the strike 
of miners of the Crow’s Nest Pass Coal Co. 


Great Northern Iron Ore.—Declared a 
dividend of 50 cents a share, payable July 
10 to stock of record June 20. 


Greene Consolidated—A resolution was 
adopted ratifying the sale of the property 
and assets to Greene Cananea Copper Co, 
for $21,000,000, subject, however, to a public 
sale to be held in the discretion of the di- 
rectors, at which additional bids will be re- 
ceived for all the property and assets of 
Greene Consolidated. Holders of 975,032 
shares voted in favor of the resolution and 
2,208 against, out of 978,400 shares repre- 
sented at the meeting either in person or by 
proxy. 

Hedley Gold Mining —Declared an extra 
dividend of 2%, in addition to the regular 
quarterly dividend of 3%. 


_Inspiration Consolidated.—Declared a spe- 
cial Red Cross dividend of 25 cents a share, 
payable July 30 to stock of record July 13. 


Isle Royale—Reported May production 
of copper as 1,336,975 pounds, compared 
with 1,282,242 pounds the preceding -month. 


Kerr Lake—Announced May production 
as 233,273 ounces of silver, compared with 
250,683 in April, 219,335 in March and 206,- 
474 in February, 1917. Declared a special 
dividend of 15 cents a share, payable Aug. 
10 to stock of record July 5, with the sug- 
gestion that stockholders contribute half to 
the American Red Cross and the other half 
ag Army and-Navy branch of the Y. M. 


Magma—Declared an extra dividend of 
10 cents a share, payable July 25, 1917, to 
stock of record July 14, in aid of the Red 
Cross fund. This will call for the payment 
of $24,000. The company announced that 
April, 1917, was the best in its history. Net 
earnings approximated $195,000. 


Miami—The value of 1,409 tons of con- 
centrates secured from flotation operations 
during May amounted to $287,720, against 
$338,378 in April. There were handled dur- 
ing May in flotation operations 133,995 tons 
of feed, more than in any previous month, 
but concentrates came to only 1,409 tons, 
against 1,674 tons in April. Declared a divi- 
dend of 25 cents a share, payable Aug. 10 
to stock of record July 5, with the sugges- 
tion that stockholders contribute one-half to 
the Red Cross and the other half to the 
Army and Navy branch of the Y. M. C, A. 


Mohawk.—Declared the regular semi- 
annual dividend of $10 a share, payable Aug. 
1 to stock of record July 3; also an extra 
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Red Cross dividend of 50 cents a share, pay- 
able the same date. 


North Butte—Officials claim that the 
total damage on account of the fire in 
Granite Mountain would not exceed $750,- 
000, which includes about $500,000 to be paid 
under the workmen’s compensation law. 
Announced the declaration of a quarterly 
dividend of 50 cents a share. Three months 
previous a quarterly dividend of $1 a share 
was declared. 


Nevada Consolidated —Declared a Red 
Cross dividend of 15 cents a share on the 
1,999,457 shares outstanding, payable July 25 
to stock of record July 18. 


Nipissing.—In May mined ore of an esti- 
mated value of $261,668 and shipped bullion 
from Nipissing and custom ore of an esti- 
mated net value of $405,600. No new under- 
ground developments were encountered dur- 
ing the month, but results from all current 
work continued satisfactory. 


Phelps, Dodge.—Declared an extra divi- 
dend of $5.50 a share, in addition to the quar- 
terly dividend of $2.50 a share, payable June 
28 to stock of record June 25. Three months 
previously an extra dividend of $3.50 a share 
was declared, in addition to the quarterly 
dividend of $2.50. 


Ray Consolidated.—Declared a Red Cross 





dividend of 20 cents a share on the outstand- 
ing 1,577,179 shares, payable July 25 to stock 
of record July 18. 


Shattuck Ariona—Declared the regular 
quarterly dividend of 50 cents and an extra 
of 75 cents, both payable July 20 to stock of 
record June 30. 


Superior Copper.—Reported May produc- 
tion of copper as 169,065 pounds, compared 
with 143,614 pounds the preceding month. 


Tamarack Mining—Reported May pro- 
duction of copper as 619,573 pounds, com- 
pared with 478,519 pounds the preceding 
month. 


United Verde Extension.—Declared the 
regular quarterly dividend of 50 cents a 
share and an extra dividend of 25 cents a 
share, payable Aug. 1 to stock of record 
July 10. 

White Cap.—Company’s shaft reached the 
600 level, where a shaft station will be cut. 
The opening of the 600 level is expected to 
add quite materially to the ore resources. 


White Pine.—Reported May production of 
copper as 382,910 pounds, compared with 
453,261 pounds the preceding month. 


Wolverine Copper.—Announced the dec- 
laration of a special Red Cross dividend of 
50 cents a share, payable Aug. 1, 1917, to 
stock of record July 3, 1917. 











War and Business 






“The country should immediately awake to the fact that it has 
a great task in hand, and that it cannot carry on a war like this 
with one hand and continue to do all the business it did before with 


the other. 


‘No doubt some persons will be inconvenienced by 


being obliged to leave one job and look for another. In some in- 
stances they will probably improve their lot permanently; in some 
instances possibly they will not place themselves so well; but the 
sooner everybody recognizes the inevitable and plans for it, the 
better. We can no more expect to readjust business from peace 
conditions to war conditions without some inconvenience and loss 
than we can expect to send an army to the front without sacrifice 
and loss. We should unhesitatingly adjust our business affairs to 
support the army with the greatest possible efficiency.”—Frank A. 


V anderlip, Pres. National City Bank. 
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Mining Inquiries 








Consolidated Arizona 


B. P., Detroit, Mich—Consolidated Arizona 
is a speculative copper stock, the purchase of 
which we would not recommend at this time in 
view of the fact that the company is one of 
those which are known as high cost producers. 
The average cost of copper production per 
pound for this company ranges between l3c 
and 14c, as against the price of between 7c and 
10c for the larger and standard copper issues. 
Under the booming prices for the copper metal 
which the copper companies have enjoyed in 
the last two years, Consolidated Arizona 
naturally was in a position to rise, but it is a 
big question what the company will be able to 
do when the present price for copper metal 
recedes to more normal levels, say around 15c 
a pound. It is this aspect of the stock which 
makes it extremely speculative and while high 
copper prices will probably be maintained dur- 
ing the remaining period of the war, prices for 
the metal are sure to sag sooner or later there- 
after, and probably in anticipation of the-estab- 
lishment of peace. 


American Zinc, Lead & Smelting 


C. D., Boston, Mass.—American Zinc, Lead 
& Smelting is a speculative stock, the purchase 
of which at this time we would not recommend. 
The company declared an initial dividend on the 
common stock last December, which dividend 
amounted to $1 a share, and it was made pay- 
able February 1, last. While the company 
has been showing large earnings for the past 
eighteen months and will probably continue to 
make large earnings during the remainder of 
the war, the outlook for the company after the 
war is far from certain so far as maintenance 
of earnings at a high rate is concerned. In 
view of the fact that the duration of the war 
is an uncertain quantity and that earnings after 
the war are certain to strike a downward 
trend, it is hardly likely that the directors 
would increase the present dividend. It is 
possible, of course, that American Zinc will 
have speculative advances in the market, but 
when it is likely to have these, we cannot say. 
Everything considered, we would not recom- 
mend the purchase of this stock at this time as 
a speculation, as we believe better opportuni- 
ties for speculative profits exist in other di- 
rections. 


Mother Lode 


L. R. G., Greenwich, Conn.—The arrange- 
ment for the exchange of old Mother Lode 
stock for new is simply in accordance with an 
authorized plan for increasing the capital stock 
from $5,000,000 to $7,500,000 and decreasing 
the number of shares fram 5,000,000 of a par 
value of $1 per share to 750,000 shares of $10 
par value. The additional $2,500,000 of stock 
is to be held in the treasury for future years 
against corporate needs. The plan of ex- 
change is an equitable one, in our judgment, 
and we believe that you should deposit your 
old stock for the new. As to whether or not 


an exchange is compulsory brings up a legal 
point which, if pressed, would remain for the 
courts to decide. An influential factor for or 
against a decision compelling the exchange of 
stock would lodge in the number of stock- 
holders, who, of their own volition, made the 
exchange of old stock into new. 


United Eastern 


M. R. T., St. Louis, Mo.—United Eastern 
Mining, selling on the New York Curb at 
around 4%, is a gold mining proposition with 
large possibilities. The company is now earning 
at the rate of about $1 a share per annum and 
while it is not paying dividends or is it likely 
to pay dividends for some time to come, there 
is a much better chance that development work 
in the mine will have a favorable effect on the 
price of the stock than in the case of Alaska 
Gold. We consider United Eastern an ex- 
cellent long pull speculative mining invest- 
ment. Of course there is considerable risk in- 
volved in the purchase of this stock also, but 
you must realize that in buying any mining 
stocks, you are taking chances. 


Copper Stocks 


E. L. A., Bayonne, N. J.—Relative to the 
position of the stocks you mention, in the first 
place you must take into. consideration that all 
of these issues are selling now on a speculative, 
not an investment level. We judge from your 
letter that you are an investor who aims to 
buy stocks when they are really cheap and hold 
them for income and future market apprecia- 
tion. In other words, you buy for a long pull. 
It would not be desirable for you to buy such a 
stock as International Nickel now for a long 
pull, because this company is in a position 
where it is showing extraordinary earnings 
due to special conditions and as a consequence, 
the stock is selling above the level at which it 
may be expected to sell with a return to 
normal conditions. The same holds true of 
Miami, Inspiration and Chino Copper. In the 
case of Nickel, there is the further uncertainty’ 
as to the effect of Canadian war revenue taxa- 
tion on the earnings of the company. If the 
war is prolonged, the Canadian Government 
may see fit to put an additional burden of taxa- 
tion on mining companies and such additional 
taxation may take such a large proportion of 
the Nickel company’s earnings, that it will not 
be able to continue paying the present dividend. 
In that case the stock would sell lower in all 
probability. As a matter of fact the current 
price of around 40 suggests that the dividend 
is not by any means safe. As regards copper 
companies, they are indeed in a very strong 
position now and the large dividends being 
paid on the issues you hold, make them look 
very attractive from the standpoint of interest 
returns. However, you might easily lose more 
by a depreciation in market price than you 
would gain by a large dividend return. The 
copper companies ‘will not be in a position to 
continue their large extra dividends with a 
return to normal prices for the metal. 
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Oil. Notes 





Barnett Oil & Gas.—Directors placed the 
stock upon a regular 1% monthly dividend 
basis and declared an extra cash dividend 
of 1%. Both disbursements are payable 
Aug. 1 to stock of record July 15. 


Federal Oil—Declared the third quarterly 
dividend of 2% on its preferred stock, pay- 
able July 2 to stock of record June 22. 


Merritt Oil—Company’s well on section 
No; 2 in the Big Muddy field in Wyoming is 
flowing at the rate of 1,000 barrels a day, 
making it the second largest well in the 
State of Wyoming and the largest in the Big 
Muddy field. The well is 26 feet in oil sand. 


Okmulgee Producing & Refining.—Stock- 
holders of record to and including June 15, 
1917, are being offered the opportunity of 
subscribing for 200,000 shares of additional 
stock at $3.50 a share on the basis of one 
new share for every share of stock held on 
the latter date. Proceeds of the stock so 
sold are to be used to cover the acquisition 
of what are known as the Smith & Swan 
holdings, nearly all of which are located in 
Okmulgee and Mackintosh counties, Okla- 
homa. 

Prairie Oil & Gas.—Declared the usual 
quarterly dividend of $3 a share, payable 
July 31 to, stock of record June 30. The 
extra dividend of $2 a share, which has 
been paid with the usual quarterly divi- 
dends since April, 1916, was omitted.. 


Pure Oil.—More than 85% of the holders 
of this company’s shares have deposited 
their stock in order to sell control of the 
company to Ohio Cities Gas at $24.50 a 
share. 

Royal Dutch.—Has struck a gusher on its 
field in Pankalian Soesoeh, which has harbor 
facilities already in use by the company. 
There are also large tank installations in ex- 
istence there, which makes the handling and 
distribution of the new product ager, | 
easy. The new well has a capacity of 1, 
tons (12,500 barrels) a day, and its product 
contains 80% kerosine and benzine. This 
sis the best grade of Sumatra Oil so far ob- 


tained. 


Sinclair Oil & Refining.—Has reported a 
new well in the Eldorado field, Kansas, 
flowing at the rate of 100 barrels an hour. 
Announcement also was made that two new 
wells had been brought in on the Osage 
acreage, in which Sinclair Gulf Co. has a 
half interest. Directors voted a wage bonus 
of 10% to all regular employes receiving 
less than $2,500 per annum. This action was 
decided upon in order to aid the employes in 
meeting the increased cost of living. 


Texas Co.—Will pay a bonus for the sec- 
ond quarter of 1917 to those in the service 
on June 30, 1917, employed at the rate of not 
more than $2,500 per year at -any of its 
plants, works or offices in the United States. 
The bonus will be 10% of the total amount 
paid the employes for April, May and June, 
and will be paid about July 31. Quarterly 
bonuses of 10% will be paid during the bai- 
ance of 1917. At a special meeting stock- 
holders ratified an increase in the capital 
stock of this company from $55,500,000 to 
$69,375,000, the increase of $13,875,000 to be 
offered pro rata to stockholders of record 
July 10, at par, $100. 


Tennessee Petroleum.—Filed notice at 
Dover, Del., of an increase in capital stock 
from $100,000 to $4,500,000. 


Tide Water Oil.—Made application to the 
New York Stock Exchange to list $31,900,000 
capital stock. 


_ Union Oil of Cal_—Made public a proposi- 

tion to entirely absorb the Producers’ Trans- 
portation Co. through an invitation to mi- 
nority stockholders of the latter to exchange 
their holdings for stock of the Union on a 
share-for-share basis. Announcement of the 
plan was made in a circular letter to mi- 
nority -stockholders of the Producers’ 
Transportation Co. The circular letter 
states that the Union Oil Co. owns almost 
71% of the stock of the Producers’ Trans- 
portation Co., the balance of 29%, or ap- 
proximately $2,000,000, being held largely 
by individuals who are also stockholders of 
the Union. 











WORLD'S OIL PRODUCTION 






The relative rank as oil producers of the countries of the world with respect to one another 
bie compiled by the United States Geological Survey: 


is shown by the following ta 
tity, 1915, Percent 

as of 
of 42 gals. tt 


Country. - 

i SD encsetseseneve 281,104,104 72 
ey — eetbohonneveesed 68,548,062 16.03 
Mexico ...-cceseeseccescces 32,910,598 7.69 
Dutch East Indiest.......-- 12,386,808 2.90 
Roumania «....sseeseeeeeees 12,029,913 2.81 
BONO cocccccccccccccececes : pref = 

- eal 3,118,464 73 


Japan and Formosa.......-- 


* Marketed production. t Includes British Borneo. 
t Estimated. 





Quantity, 1915, Per cent 


427,695,347 














(480) 




















Oil Inquiries 





Federal Oil 


S. H. B., Worcester, Mass.—Federal Oil has 
considerable merit and is a stock with certain 
attractive speculative possibilities. However, 
we do not recommend its purchase, for we 
consider it too risky at this time, owing to the 
outlook for unfavorable developments in the oil 
trade situation. As a matter of fact we are 
counselling our readers against the purchase 
of practically any of the newer oil stocks, for 
it is very difficult to discriminate between the 
good and bad. Of the former there are few 
and of the latter there are many. 


Sinclair Oil 

A. E. K., Chicago, I1l—Sinclair Oil is in a 
weak position. As you doubtless know the 
stock has broken wide open in the last couple 
of days. The chief trouble with the company 
seems to be lack of sufficient working capital. 
A recent official statement contains the in- 
formation that new financing plans are being 
negotiated. The stock will in our judgment 
sell very materially lower in the not distant 
future, although it might have a speculative 
rally from its present level. Under the cir- 
cumstances you should watch your opportunity 
to get out of the stock to the best advantage 
possible. In the meantime it would be advis- 
able for you to protect the commitment with a 
stop loss order so that your risk will be limited 
in the event of another sudden break. 

We assume that you refer to the article en- 
titled “Inflation in Oil” which appeared in the 
April 14th issue of the Magazine. If so that 
article holds good today with probably more- 
force than it did at the time it was written 
and under the circumstances it is not advisable 
to hold such stocks as Sapulpa and Oklahoma 
Producing & Refining. In doing so you assume 
a very considerable risk. 


Cosden Oil & Gas Co. 


E. H. L—The producing and the refining 
companies known as Cosden Oil & Gas Co. 
and Cosden & Co., are to be amalgamated into 
one organization. The new —7 will be 
probably the most substantial of the newer 
independent oil companies. It is well man- 
aged, has a modern refining plant and gen- 
erally appears to be in a better situation to 
survive a period of depression than are many 
of its competitors. The combination will form 
a stronger organization than were either of 
the separate entities. The new company will 
be capitalized with $25,000,000 of common 
stock, $7,000,000 of 7% cumulative preferred 
stock and $20,000,000 of 15-Year convertible 
sinking fund bonds. If the current rate of 
earnings as shown by the two separate com- 
panies is maintained, the new company will be 
able to meet preferred dividend requirements 
on the new stock and show a surplus for the 
year equivalent to about $5 a share on the 
common stock. The stock has fairly attractive 
possibilities, but in view of the uncertainties 


ahead of the oil industry, we do not recom- 
mend its purchase at this time. 


Buckeye Pipe Line 


J. F.—Buckeye Pipe Line has béen weak re- 
cently in sympathy with the declines in the 
Standard Oil list generally. The company is 
now probably earning a good margin over its 
dividend, whereas it was formerly showing 
deficits after payment of dividends. The 
largest part of this company’s traffic comes 
from the Mid-Continent Oil fields, this being 
due to the fact that its lines forrh a connect- 
ing link between the Indiana pipe lines which 
deliver oil from the Mid-Continent fields and 
the Northern pipe lines, which connect with 
the Seaboard refineries. The company also 
transports oil to the Imperial Oil Company’s 
Canadian pipe lines at Toledo and to the 
Standard Oil of Ohio’s Cleveland refineries. 
If you are a holder of the stock, you should 
not accept any considerable loss on it now, 
but we would not advise you to purchase it, 
for it is likely to be unfavorably influenced 
from the market standpoint if there is a fur- 
ther decline in Standard Oil stocks generally 
as now seems likely. 


Standard of N. J. 


E. M. F., Bayonne, N. J.—Standard Oil of 
New Jersey may sell lower, but it would be 
inadvisable for you to take such a large loss 
as this commitment shows you, for eventually 
you may be assured of a handsome profit on 
your purchase. Standard Oil of New Jersey 
is in a different position from any of the 
Standard Oil stocks and it cannot be judged 
by any of the ordinary methods used in arriv- 
ing at an opinion as to the value of the securi- 
ties in the Standard Oil gtoup, but there are 
large equities and great potentialities back of 
the stock. It is the kind of an investment 
that should be locked up and held for large 
profits in future years. 


Atlantic Refining 


q W. M. M., Chicago, Ill—Atlantic Refin- 
ing will undoubtedly pay a stock dividend 
sooner or later, but the » Ete favor sucha 
dividend being deferred for some time now, 
owing to the fact that the United States is 
involved in the European war. If the con- 
servatism of the Atlantic Refining directors 
in the past is any criterion of their attitude 
at this time, it would certainly seem reason- 
able to expect them to defer any such con- 
templated action under present conditions. 
In view of this fact and in view of the fact 
that it would also be advisable for you to 
liquidate some of your oil holdings because 
of the possibility that there will be a gen- 
era] shake-down in the price of oil products 
and oil stocks, and further in view of the 
fact that this commitment shows you a 
generous profit, we suggest that you sell 
the stock. 
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Unlisted Security Notes 





Ajax Rubber.—Net earnings for May were 
$319,588. For the five months ended May 31 
net earnings were $1,102,684. The returns 
for May were the largest in the history of 
the company for a similar period. For the 
five months the company earned $7.76 a 
share on its stock, or at the annual rate of 
$18.60 per share. 


Aetna Explosives.—Receivers reported to 
Judge Mayer in the Federal Dist. Court, 
N. Y., that the company had made a profit 
of $250,000, and that an additional profit of 
the same amount would probably be realized 
in the ensuing few months. The report was 
made on the application for permission to buy 
25,500 tons of nitrate of soda for $86.60 a 
gross ton, and 5,000,000 pounds of cotton at a 
trifle more than 14 cents a pound. 


Aluminum Co. of America.—Earnings of 
100% on the $20,000,000 capital stock were 
made by Aluminum Co. of America in 1916. 
Stockholders received dividends of 10%. 
The company values its plants and property 
at $80,000,000, of which $3,000,000 was capi- 
tal investment, the remainder representing 
30 years’ earnings which were used in ex- 
pansion and improvement. Its_ shares, 
which sell at a high figure, have always been 
closely held. 


Atlas Powder.—Announced the declara- 
tion of a special Red Cross dividend of 1% 
on the common stock, payable June 18 to 
stock of record June 17. This means a con- 
tribution of $50,000 to the Red Cross fund, 
provided all stockholders comply with the 
request of the directors. 


Atlantic Steel—Announced the declara- 
tion of the regular quarterly dividend of 
11%4% on the common stock and an extra of 
5%, both payable July 2. 

Bliss, E. W.—Declared an extra dividend 
of 114% on the common, in addition to the 
regular quarterly dividend of 14%; also the 
regular quarterly dividend of 2% on the pre- 
ferred. 

Carbon Steel.—Declared two extra divi- 
dends of 2%4% each on the common stock. 
The first is payable Aug. 15 to stock of 
record Aug. 10. Books will be closed from 
Aug. 10 to Aug. 15. The second extra is 
payable Nov. 15 to stock of record Nov. 10 
and books will be closed between these 
date¥ The directors also declared two 
regular quarterly dividends of 114% on the 
common stock, payable Aug. 15 and Nov. 
15 to stock of record Aug. 10 and Nov. 10. 
The full annual dividend of 6% on the sec- 
ond preferred stock was also declared, pay- 
able July 30 to stock of record July 25. 
Books will be closed between these dates. 


Diamond Match.—Quoting from the “Chi- 
cago Tribune”: “As the company does not 
publish reports of its gross business there is 
no way of telling exactly what effect the war 
has had. One result has been that the com- 
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pany has been forced to pay exceedingly 
high prices for certain chemicals, and it has 
provided a special reserve of nearly $900,000 
against a sudden drop in value of its stock 
of these supplies when the war ends. Net 
earnings in 1916 were $3,925,806, an increase 
of about 72% over 1915. After deducting 
reserves just mentioned the balance equaled 
over 16% on the $16,965,100 of stock. 


duPont (E. I.) deNemours Powder.—De- 
clared a special dividend of 1%, to enable 
stockholders to subscribe the same to the 
American Red Cross fund. The dividend is 
payable during the Red Crass Week, and 
will amount to about $600,000. 


Eddystone Ammunition.—Received an or- 
der for 750,000 shells from the U. S. Gov- 
ernment for $7,927,500. 


Empire Tire & Rubber.—Is planning to 
build an addition to its power plant to cost 
about $10,000. 


Hercules Powder.—Declining profits in the 
munitions business were reflected in the an- 
nouncement of the dividend of the Hercules 
Powder Co., which declared its regular 2% 
and an extra 2% disbursement. As far back 
as March, 1916, the company paid, in addi- 
tion to the regular dividend, an extra divi- 
dend of 8%. * 


Lipton, Ltd.—Reported profits of $1,292,- 
650 in the fiscal year ended March 31, 1917, 
compared with $621,700 the previous year. 
Compared with the two years before the 
war, profits gained 60%. A dividend of 
7%4% was paid. 

Metro Pictures Corp.—Filed notice at 
Alban Y., of an increase in capital-stock 


, N. 
from $2,500,000 to $5,100,000. 


Manhattan Electrical Supply.—A pplication 
has been made to list $1,121,500 of this com- 
pany’s 7% cumulative first preferred stock 
and $2,856,800 common stock. 


Nova Scotia Steel—Company has all the 
work it can handle for the balance of 1917. 
Activity has fallen off, but the company is 
unable to accept even one-tenth of the other 
business offering. More steel is going 
through the mills than at any time in the 
history of the company. 


Scovill Manufacturing —The U. S. Gov- 
ernment placed an order with this company 
for 2,000,000 cartridge cases for $2,400,000. 


Quaker Oats.—Will expend about $1,000,- 
000 in improvements to its buildings and ma- 
chinery. 

Sheffield Farms-Slawson-Decker. — Filed 


notice at Albany, N. Y., of an increase in 
capital stack from $2,700,000 to $9,000,000. 


Wright-Martin Aircraft—Has taken over 
the plant of the Domestic Engineering Co., 
at Loraine City, O., covering six acres. 
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Is 


Distribution Difficult? 


Unusual Movements in Prominent Active Stocks Seem to 
Suggest This Question 





By THOS. L. SEXSMITH 


N discussing the recent Spring 

advance in the market in the 

last issue of the MAGAZINE OF 

Wa tt Srreet, the writer men- 
tioned the fact that an _ excellent 
opportunity for the distribution of a 
considerable amount of stocks at com- 
paratively high prices had betn pro- 
vided by the advance up to. time of 
writing. The article referred to was 
written two weeks ago. Up to the 
present, (June 27th) a further oppor- 
tunity for distribution has been pre- 
sented in the active markets which 
have prevailed, and certain expected 
favorable developments, in particular 
the assurance professed in most finan- 
cial quarters that the railroads are to 
receive a liberal rate increase allow- 
ance, have had a strong sustaining ef- 
fect on quoted values. 


Influence of “Rate Increase” 


The action of the rails under the 
stimulus of the expected rate increase 
has been interesting. By the way, is 
it not remarkable that the rate ques- 
tion should continue for so long a time 
to be such a persistently perplexing 
problem in indexing railroad values? 
How many times in the last dozen 
years has the question been raised, “If 
the rails are allowed so and so much in- 
crease, what effect will it have on earn- 
ings and consequently dividends? Bet- 
ter answer the question by asking an- 
other. “When has the market been free 
from the influence of ‘rate increase’ agita- 
tion?” Only at rare intervals in recent 
years. It has been one of the favorite 
vehicles of those whose business it is to 
conduct special campaigns in the stock 
market, and it seems to work quite as 
well today in befuddling the average op- 


erator as it did when first introduced 
many years ago. 

Early in October, 1916, the railroad 
group made its average high point for 
the bull market of 1915-16. An aver- 
age of ten standard rails sold at 98 in 
that month. While the industrials 
were still going strong, and many of 
them working into new high price 
territory, the rails began their long de- 
cline. In the great smash which ended 
on February 3rd, the rails sold down to 
an average low of 83, which was 15 
points below the October top. As late 
as March Ist they were still around 
that average figure, but in the March 
advance, which practically ended on 
the 24th of the month, they had re- 
covered in part, selling up to 90% for 
the high for the day. It will be seen 
that the recovery was, on average, 7% 
points, exactly one-half the previous 
decline. 


Rally Fails to Hold 


The March advance did not hold, as 
everyone knows, and by May 9th the 
average price of the ten rails was well 
under 80. After such a long and 
severe decline some recovery was to 
be expected, no matter what the news 
developments affecting values might 
prove to be. Careful observers of mar- 
ket practice have noted that move- 
ments, which finally prove to have 
marked important changes in the trend 
direction, are usually preceded by cor- 
respondingly long and extended pre- 
paratory periods. They train themselves 
to look for such preparation in advance 
of movements, and the ability to de- 
tect and properly classify preparation 
is the most important qualification of 
the expert market reader. 
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On the theory that the stronger the 
foundation of preparatory manipula- 
tion the greater and more sustained 
the super-structure of the eventual 
movement will be, the experienced stu- 
dent of price movements keeps an eye 
open for the. appearance of anything 
in the market which suggests the 
formation of a solid foundation. 


No Real Basis for Advance 


The advance of the rails from the 
May low point (under 80) to a fraction 
under 87, reached on June 26, was 
built up on a hastily constructed and 
none too promising foundation. Appar- 
ently there had been more “rate in- 
crease” talk used in putting up the rails 
during the recent advance than actual 
buying “for keeps” by investors and 
bankers. Almost the entire recovery 
in the rails may be said to have occur- 
red in the early days of the advance. By 
May 28th the ten rail averages were 
above 86, and while they have backed 
away from that figure and returned 
again several times to the accompani- 
ment of fresh rumors to the effect that 
a favorable outcome of the “rate case,” 
was practically an assured fact, the 
early average high point has been but 
little bettered on any of the succeed- 
ing rallies. This is so, notwithstand- 
ing the fact that considerable effort 
was put forth by influential interests 
to encourage, during recent weeks, a 
greater public participation in the 
speculation in rail shares, or to at least 
divert some of the interest from indus- 
trials into rails. — 


Some Striking Features 


Among the peculiarities of the re- 
cent advance in the general market 
(all advances: and declines have their 
own distinguishing features) was a 
tendency to add a secondary advance 
on top of the first, and, as might be re- 
garded by some, the normal advancing 
movement. The point is well illus- 
trated by the action of that every day 
wonder of the Street, U. S. Industrial 
Alcohol. On June 1 “I. D.” sold above 
145, which was nearly 45 points above 
the April low price tur the stock. It 
had been occupied with an almost con- 


tinuous advancing movement for 35 
trading days, during which it moved up 
with beautifully consistent regularity. 
In the two last days of its early ad- 
vance its daily volume ran over 50,000 
shares, which was at the rate of 200% 
above normal. Ordinarily this should 
have marked the end for the time be- 
ing of the advance in “I. D.” A pool 
that refuses to try for a little profit 
taking after bidding up its favorite 
nearly 45 points must be greedy at 
best. But by June 6th “I. D.” was up 
to 156, and on the next day it sold about 
10 points higher, and finally on the fol- 
lowing Monday, June 8th, it sold at 
170. That was not the end, either, for 
the high of June 13 was 171%, but 
from the action of the stock ever since 
the latter date, it would appear that 
the pool or pools in it have at last de- 
cided that a half loaf is better than 
none, and were willing to part with a 
few shares of their specialty. 
Crucible and Baldwin Star Performers 
The same peculiar price activity so 
noticeable in Alcohol was also a fea- 
ture of the movement in Bethlehem 
Steel B stock. For five days, May 25th 
to 31st, it held between 138 and 132, with 
an average daily turn-over of better 
than 40,000 shares, after an advance, 
in about fifteen days, of over 20 points. 
Then, in a week’s time, it was advanced 
to 155, but it did not remain there 
long, declining the 20 points faster 
than it had gone up. Crucible Steel 
was another, and the last of the stocks 
(to date of writing) to make the un- 
usual higher secondary advance. In 
the last half of May it had a notable 
advance, climbing 25 points, and had a 
greater daily average turn-over around 
the top of the advance than usual for 
that stock even in the early days of the 
“war brides.” Yet it reacted only 
moderately, and today (June 27) made 
a “new high” at 887, and is apparently 
pointed higher. And the recent action 
in Baldwin has been similar to that 
of the others mentioned. All have 
been taken in hand, when about to 
give the appearance of being “tired,” 
and advanced with great vigor and in- 
sistence, 
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Public Response Backward 


Whether these movements, highly 
interesting, at least, from the view- 
point of the observer, have been exe- 
cuted for the purpose of effecting a 
higher and more profitable level for 
carrying on a distribution which in the 
beginning did not progress with the 
customary smoothness, none, perhaps, 
but those immediately concerned in 
the operations are in position to state. 
But it is quite certain that the response 
of the public to the upward movement 
this Spring was on the whole disap- 
pointing, with the possible exception 
of its marked liking for U. S. Steel, in 
which stock a public following can be 
readily built up on any substantial mar- 
ket movement. The failure of the pub- 
lic to come into the other stocks, once 
they were promoted to the usual 
sufficiently high levels, may have had 
something to do with the making of 
the further price extensions thought 
necessary. Then a wary short interest 
undoubtedly helped some, at any event 
prices were put very much higher than 
the occasion or conditions appear to 
have warranted in the case of several 
prominent issues. 


Pools Caught with Stocks 


The word has been passed around the 
Street among sources usually “in the 
know” that the pools are still pretty well 
loaded up with their specialties, and that 
in many instances there is an urgent de- 
sire to get out from under. If such a 
condition actually exists it would not be 
altogether surprising if a further upward 
movement was attempted, in spite of the 
more or less unfavorable outlook for a 
continuance of the current “swollen war 


profits” of industrials on account of the 
rising costs of doing business,restricted 
volume of business due to inability 
to pay the high prices demanded for 
certain products, a disposition on the 
part of the government to fix maximum 
prices for supplies, while a continuance 
of the war over a long period would be 
very likely to mean gradual increases in 
the moderate initial excess profits tax 
now proposed. 

These things naturally mitigate 
against an improved outlook for indus- 
trial securities, and are in themselves 
good and sufficient reasons why holders 
now having satisfactory profits should 
be willing to convert at least a part of 
their profits into cash. If, in the face of 
such conditions, the market is now ar- 
bitrarily advanced from present com- 
partively high levels instead of being al- 
lowed to take the normal midsummer 
reactionary course, it can mean only one 
thing, apparently, and that is that pow- 
erful interests desire above all else to 
lighten up their holdings, and have de- 
cided that it would be dangerous to wait 
until the ordinarily more favorable fall 
season to accomplish the task of un- 
loading. 

Discounting the Future 


It is claimed that the market dis- 
counts future conditions; that it fore- 
shadows that which is to prevail weeks, 
months and sometimes years hence. If 
so, then, regardless of the immediate 
activities of pools, the behavior of the 
market during the next few months is 
likely to be of extraordinary interest, 
and in the action to come some will, no 
doubt, be able to see disclosed the shadow 
of coming developments of vast and far- 
reaching importance. 








PUBLIC INTEREST 
Recently, there was an annual meeting of stockholders at which only four 
men were present, three being officers of the company, and one a law partner 


of the pred. cc me who held proxies for a number of stockholders. Not 


another stoc 


ings were somewhat in camera. 


older was present in person. 
that not so long ago trembled on the verge of receivership. Owi 
sence of stockholders sufficiently interested in their investments, 


This is an important corporation 
to the ab- 
e proceed- 


If this concern comes to grief, Wall Street will be the subject of more mud- 


slinging. 


Whereas, if stockholders took advantage of opportunities to fa- 


miliarize themselves with the affairs of their companies everyone would be 
better satisfied and better protected.—Wall Street Journal. 
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Technical and Miscellaneous Inquiries 





Stop Orders 

Q—I understand that trading with stop 
loss orders is considered the only correct way 
to trade, or at least the better way, and have 
concluded to try it. 

Have never employed this method as yet, 
and would like to ask some questions as to 
the correct way in which to give orders to 
the broker in buying and selling. Assuming 
the trading to be with a two point stop, I buy 
100 shares stock at 60, open order; at the 
time of placing this order, do I give another 
order “Sell 100 shares stock at 58 stop?” If 
right should this order be on a separate sheet 
of paper so that it constitutes a distinct order, 
or is it given on the same sheet as the order 
to buy? 

The stock goes to 64 and in order to clinch 
the profit, I move the stop up 4 points to 62. 
In giving this order, do I countermand the 
former order to “Sell at 58 stop” and then 
give another to “Sell 100 shares stock at 62 
stop,” or do I merely order them to move 
the stop up to 62? 

Another point, when I finally desire to sell 
the stock and close the trade, do I have to 
countermand the stop order in order that there 
will not be remaining unfilled, an order to sell 
this stock at a certain figure? If I give an 
order to sell at 65, for instance, do I have 
to countermand the stop order to sell at 62, 
or is this cancelled automatically? 

My desire is to give the orders to the broker 
in a clear cut systematic manner, and accord- 
ing to the customary terminology, so that 
there will be no confusion on the part of -the 
broker or myself as to the status of any trade. 

About the only objection I can see to this 
method of stop loss trading, is that on the basis 
of the stop decided upon being two points, the 
initial order has got to be within two points 
of the market each time or else the stop is 
caught before any profit has been made and 
a loss of two points is sustained. 

Ans.—Whenever possible it is advisable to 
put different orders on different sheets of 
paper and make them separate, in fact elimi- 
nate all possible ambiguity from the transac- 
tion. However, it is possible for you to give 
the order as follows: 

Buy 100 shares of stock at 60 open order. 
When such order is executed enter an order 
to sell 100 shares at 58 stop. The first method 
is preferable. 

Your second question. You must assuredly 
cancel the first order to raise your stop; in 
other words if you have purchased the stock 
at 60, there is already an order to sell at 58 
stop. When the stock touches 64 and you wish 
to move the stop up you say, “Cancel order 
to sell at 58 stop. New order, sell 100 shares 
at 62 stop.” Always remember that you have 
to cancel one order before another is put in. 

If you desire to close out the trade by a 
market order, you will have to countermand 


the stop order also, otherwise the broker will 
sell on two orders. In this case you would 
say, “Cancel open order to sell 100 shares at 
62 stop” and then on another piece of paper, 
“Sell 100 shares at 65.” 

The point which is made in regard to stop 
orders is that in the case of your purchase 


. at 60 and your stop at 58, your loss would be 


$200. On the other hand supposing that the 
stock went up instead of down, you could keep 
raising your stop until your profits would be 
a great deal more in proportion to those losses 
which you might make. 


Rights 
_ Q.—We desire your opinion as to my rights 
in the following transaction: 

On May 23 my broker purchased for ‘my 
account fifty shares of Wright-Martin. I no- 
tified him twice to subscribe for the right 
to purchase additional stock at $5 per share, 
which you will recall was extended to stock- 
holders. Recently I received the following 
report: 

“Answering your letter of the 18th instant, 
would say that account 2669 bought 50 shares 
Wright-Martin on the 23rd of May and this 
stock was not delivered until the 24th. Stock- 
holders of record of May 23 were entitled to 
subscribe for the extra stock at $5 per share, 
but as this stock was not bought until the 
23rd, he is not entitled to any benefits.” 

It would seem to me that having purchased 
this stock on the 23rd I would be entitled 
to whatever benefits accrued on the date in 
question, just as though I had purchased the 
stock which paid a dividend to all stockholders 
of record on May 23, the stock would sell ex- 
dividend May 24, and if I purchased same on 
the 23rd the dividend would accrue to me. 

Ans.—All purchases are made in stock mar- 
kets for delivery before 2:15 P. M. the fol- 
lowing day. If you purchased Wright-Martin 
on May 23 and it was ex-rights on May the 
23rd, you would not participate in the right 
for this reason. 

The stock would not be delivered to the 
broker who purchased it until May 24, and as 
the books of the company close for stock- 
holders of record on May 23, it would be 
impossible for your broker to get the stock in 
your name or in his, in time for transfer. 

Had you desired to purchase the Wright- 
Martin for the very reason of getting the rights 
on the stock, your order to your broker should 
have been “Buy the Wright-Martin for cash, 
delivery the same day and have transferred 
to your name to protect me against the right.” 

There are three ways of delivering of securi- 
ties from purchases. One is for cash; the 
other regular and the third for future or de- 
layed delivery. 

Unless specified otherwise, all orders are 
taken to mean purchase the regular way, which 
means delivery the following day. 














Why Cotton Sells So High 





By RICHARD S. SLATER 





N exchange is simply an open 
mart of trade where buyers 
and sellers can meet, and the 
* trading rules of such an institu- 
tion can have only the most unimportant 
bearing upon values. This fact has re- 
cently been proven most conclusively in 
the cotton market. It may be that the 
attacks of the politicians upon the ex- 
changes when prices did not suit their 
constituents had at last created an idea 
in the mind of some of the brokers that 
perhaps the exchanges did have some 
real power over prices. If such an idea 
existed it certainly must have been dis- 
sipated by the recent actions of the 
market. 

Sometime ago Liverpool grew alarmed 
over the rapid advance in cotton, and 
decided to restrict trading on the Liver- 
pool Cotton Exchange. The dwindling 
supply of raw cotton in England was 
the cause of the advance, however, and 
when trading on the Exchange was lim- 
ited to the buying and selling of people 
actively engaged in the trade, the action 
of the ae had no effect at all on 
cotton prices. Then trading on the Liver- 


pool Exchange was entirely suspended, 


and that had no effect. Now the Ex- 
change has reopened for — in a 
most restricted manner, and that had no 
effect on values. 

The New York Exchange has warned 
its members against speculation. It has 
assured the authorities at Washington 
that it is doing all in its power to prevent 
wild fluctuations. It has succeeded in 
curtailing trading to a very great ex- 
tent; but it has not been able to exer- 
cise the slightest control over values or 
price changes. 


This is as it should be. The Ex- 
change does not, can not and should not 
make the market. The recently recorded 
record-breaking prices have been brought 
about by conditions over which the trade 
had no control. It was hardly necessary 
for the Exchange to warn its members 
against heavy trading, for there has been 
very little active speculation for a long 
time. Speculation has had nothing what- 


_ever to do with the advance. 


Here are some of the reasons why cot- 
ton has gone so high. England has so 
small a supply on hand that it is con- 
fronted with the grave possibility that 
soon a large percentage of the spindles 
of Lancashire will be idle. China has 
very little cotton goods on hand, and if 
England can not do its share toward 
clothing the Chinese, the United States 
and Japan must furnish the goods. 
American mills have all the business they 
can handle, and are able to pay existing 
high prices and still make money. The 
South is holding what little cotton it 
has left very firmly, and buyers in every 
instance must meet sellers’ terms. Then 
added to all this is the outstanding fact 
that the new crop has a poor start, and 
that acreage has been reduced. 

There is no going behind the returns. 
Conditions justify high prices, and high 
prices in war times can not be expected 
to curtail consumption to the same extent 
that they would in peace times. 

One thing that prevents the free offer- 
ing of cotton on the New York market is 
the fact that it has become very difficult 
to get cotton here from the South. Some 
of the steamship lines are refusing 
to take cotton at Galveston for de- 
livery here, and cotton sent here by 
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rail has been held up all over the country. 
Merchants who started cotton here ex- 
pecting to deliver it on contract have 
been forced to go into the market and 
buy in their shorts because their cotton 
did not come through. The certificated 
stock in New York is so small that it 
does not furnish adequate protection for 
even the small amount of business that 
is being done. The Government may be 
induced to give some attention to the 
movement of cotton, and if this is done 
it will be more of a relief to the situa- 
tion than any warnings against specu- 
lation. 

There is no hope of a large crop this 
year. In the first place, the South did 


not plant for a large crop. It followed 
the suggestions of the Agricultural De- 
partment and went in for foodstuffs 
more extensively than ever before. Then 
the Spring was very backward, and the 
crop got a very late start. In many sec- 
tions of Texas much damage has already 
been done by drouth, and the critical per- 
iod in the life of the crop is yet to 
come. What would happen should there 
be unfavorable weather during July and 
August and an early frost, no one likes 
to contemplate. 

The situation is a grave and a critical 
one, and many things never before 
known in the trade may happen before 
the end of the present season. 








Stabilizing the Wheat Market 





By P. S. KRECKER 





ECISION by the United States 
Government to take over com- 
plete control of the wheat sup- 
plies of this country and to 


eliminate all transactions in the option 
markets, removes a disturbing element of 
uncertainty and promises to stabilize the 
market for the world’s chief foodstuff. 
As long as the possibility of unrestrained 
advances in wheat existed, the balance 
of other grain markets was unsettled 
and the danger of sensational inflation 
of values was ever-present. Wheat is 
the only crop in which a serious short- 
age exists. Both corn and oats promise 
to make abundant yields. For that rea- 
son distribution of the corase grains has 
wisely been left to private agencies. 
While wheat statistics from now on 
can have only academic interest to traders 
in grain options, they will continue to 
play an important role because wheat 
is the basic grain by which the value of 
all other cereals is regulated. For this 
reason the Government’s policy with re- 
gard to price fixing will be watched with 
keenest interest. The public statement 
of the food administrator that fixing of 
maximum price limits -was a failure 
wherever tried abroad, leads to the con- 
clusion that the American Government 
will not undertake that experiment here. 


On the other hand, since assumption of 
distribution involves price fixing, it is 
expected that a minimum price will be 
established for wheat on the farms and 
that the price to consumers whether 
exporters or domestic mills, will be ad- 
justed on that basis according to locality. 
Cost of transportation will prove the 
variable in market price. Fixing of a 
minimum price to the farmer would have 
many advantages. Establishment of 
such a minimum, if sufficiently generous, 
would encourage the production of a 
larger crop next year, while if not too 
high it would prevent foreign surplus 
countries from dumping wheat on this 
market. It would not necessarily prevent 
farmers from securing a higher price, 
should demand justify one. 

Other wheat exporting countries than 
the United States have taken or are 
about to take important measures to con- 
serve their supplies. Argentine has de- 
clared an embargo on exports of wheat 
and may seize all available supplies of 
both wheat and flour within its jurisdic- 
tion and regulate consumption. The 
Australian Government has taken over 
the entire wheat supply and will ship 
the surplus to England. It is estimated 
that Australia’s surplus will total 
4,500,000 tons or approximately 165,000,- 
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000 bushels. This embraces both carry- 
over and the surplus from the new crop. 
The Canadian Government has appointed 
a commission which will regulate sales 
to the British and Allied Governments, 
determining both quantity and price. 
This world-wide movement to control 
distribution of wheat is palliative only. 
It is official recognition everywhere of 
the fact that the world needs more wheat 
than is available and that supplies can 
only be made to reach if rigid economies 
are practiced in consumption. It em- 
phasizes the fact that wheat is estab- 
lished on a high price basis whose per- 
manency will be limited only by the 
period in which it will be possible for 
the nations of the world to restore peace 
and normal living conditions. The 
period of high prices will certainly cover 
several years after the war ends. 


Government Report 


Only second in importance to the 
steps which the Government will take to 
control the food supply is the forthcom- 
ing food crop report. That report will 
be published Monday, July 9. It will be 


one of the comprehensive reports the. 


Government will issue this season. It 
will cover not only both winter and 
spring wheat crops but also other grains 
and also will take in other food products 
such as potatoes, rice, etc. The country 
probably has planted more potatoes this 
year and likely will reap an enormous 
harvest. It will give the first estimate 
of the year on the corn crop and will 
estimate oats yield. Unusual interest at- 
taches to the report because of the poor 
start that wheat made this year. Winter 
wheat usually shows only moderate im- 
provement during June, but this year it 
is believed that more than ordinary im- 
provement has been attained. Rarely are 
private and official figures on crop pros- 
pects as wide apart as they are this sea- 
son. On the basis of recent private ad- 
vices, no surprise will be expressed if 
the July 9 report indicates a yield of 
400,000,000 bushels or nearly 30,000,000 
more than were indicated in the last 
Government estimate. One authority 
estimates that the seven principal winter- 
wheat states will harvest 234,000,000 
bushels this year against 264,000,000 


last year. Spring wheat usually deteri- 
orates during June and the July report 
at times is much lower than that of June, 
but this season promises to prove an 
exception. Excellent accounts of crop 
progress are coming from private ob- 
servers of Spring wheat growing condi- 
tions. It is estimated that the three prin- 
cipal Spring wheat states will produce 
157,000,000 bushels compared with only 
88,000,000 last season. 

Huge crops of both corn and oats are 
forecast in all private estimates of these 
crops. As these grains will continue to 
enjoy unrestricted markets, public inter- 
est in the crop promise and realization 
is unusually keen this year. A crop of 
3,500,000,000 bushels of corn is talked of 
while oats may reach 1,450,000,000 
bushels. In spite of the big crop promise 
both these grains have been well bought. 
Cash corn and cash oats have been firm 
while futures have been well absorbed. 
It is believed that heavy buying for ex- 
port purposes is mainly responsible for 
maintaining the premium of corn at an 
unusually high basis. 


_ Consumption of Grain 


Foreign absorption is estimated at 
more than 200,000 bushels a day. Do- 
mestic consumption is large, indicating 
free substitution of corn for wheat. 
While the corn crop averages about 
two weeks late, its progress is sat- 
isfactory in other respects. But July 
is the period of crop scares. Just now 
with everything looking bright for a 
huge yield, the market has been quiet. 
Rather wide fluctuations in prices may 
be anticipated during the current month 
with the trend upward. 

Oats have been influenced more or less 
by corn. The price of oats continues 
disproportionately low and a readjust- 
ment is almost certain to take place. 
Premiums of cash oats have shown & 
tendency to advance under the persistent 
foreign as well as domestic buying. The 
visible supply of oats is now smaller 
than it was last year at this time, al 
though at one period of the year it was 
much larger. July is a between-seasons 
month. Unless the new crop comes on 
the market freely the position of July 
shorts may become uncomfortable. 





